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REPORT TO THE SHAREHOLDERS: 


Since its incorporation your Company has participated in 29 wells with a working 
interest varying from 9 3/8%to 100% A major part of its share of expenditures has been 
met by other parties through promotion of prospects. The program resulted in 2 oil wells, 
15 gas wells and 12 abandonments. The major asset to your Company is the Wandering 
River Block; other assets include prospects on which additional exploratory work will be 
done without further cost to your Company. 


We expect to provide for your inspection at the Annual Meeting, an up to date 
engineer's evaluation of the Wandering River natural gas reserves and details relating to 
other Company properties 


Wandering River will provide the cash flow for which we have been striving and it 
is the intention of your management to set aside adequate funds to meet our share of 
exploration and development costs in that block in order to reach the market stage. Our 
present cash position and our system of operation will allow us to reach this objective. 
Unitl such time as revenue from Wandering River and other properties is adequate to allow 
high risk expenditures, your management intends to provide exposure for your Company 
in other areas from through the continuation of a farmout program and the promotion of 
prospects to other parties 


A review of the Company's holdings as well as the current financial statements are 
set out in the following report. 


ALBERTA 
ASHMONT PROSPECT 
LOCATION: Township 60, Range 11, W4M 
WEEES DRIRZED: UniGas et al Ashmont 10-5-60-11 (D&A) 
UNIVERSAL’S INTEREST: 50% 
UNDEVELOPED ACREAGE: 1,760 Gross Acres 
FURTHER DEVELOPMENT: None except payment of nominal rentals 
BODO PROSPECT 
LOCATION: Townships 34 and 35, Range 1, W4M 
UNIVERSAL’S INTEREST: 100% 
WELLS DRILLED: (Purchased) Banff Aquit Provost 10-20-35-1 (Gaswell) 
DEVELOPED ACREAGE: 640 Acres Gross 
UNDEVELOPED ACREAGE: 20,000 Acres Gross 
FURTHER DEVELOPMENT: 3,000’ Paleozoic test to be drilled by other parties on 


permit acreage to earn 50% of our working interest. 


BOUNDARY LAKE PROSPECT: 


LOCATION: Township 86, Range 13, W6M 

WELLS DRILLED: UniGas Peyto et al Bdy Lk 6-33-86-13 (D&A) 
UNIVERSAL’S INTEREST: 25% Working Interest free to casing point 
UNDEVELOPED ACREAGE: 1,176 Acres Gross 

FURTHER DEVELOPMENT: None Anticipated 

BYEMOOR PROSPECT 

LOCATION: Township 34, Range 16, W4M 

WELLS DRILLED: Sulpetro CS et al Farrell 11-14-34-16 (D&A) 
UNIVERSAL'S INTEREST: 25% 

UNDEVELOPED ACREAGE: 1,760 Acres Gross 

FURTHER DEVELOPMENT: Waiting on development by other parties. 
CALLING LAKE PROSPECT 

LOCATION: Townships 70 - 72, Ranges 23 - 25 W4M 
WELLS DRILLED: TennUniGas A-1 Smith 6-33-71-24 (D&A) 


UniGas Sundance Smith 7-12-71-24 (D&A) 
UniGas et al Smith 10-31-71-24 (D&A) 


UNIVERSAL'S INTEREST: 4% to 8%Net Profits Interest 
UNDEVELOPED ACREAGE: 22,/20 Acres Gross 
FURTHER DEVELOPMENT: Two wells — costs to be borne by other parties one on 


existing acreage; one on after acquired acreage. One 
well directly offsetting acreage to be drilled by other 


parties 

LATHOM PROSPECT 

LOCATION: Township 19, Range 19, W4M 

UNIVERSAL'S INTEREST: 100% 

UNDEVELOPED ACREAGE: 160 Acres Gross 

FURTHER DEVELOPMENT Speculative acreage — wainting on adjacent develop- 
ment. 

LOTTLE LAKE PROSPECT 

LOCATION Townships 58 & 59, Ranges 10 & 11 W4M 

WELLS DRILLED Syr UniGas Lot Lk 6-3-59-11 (Gaswell) 
Imp Cork Lot Lk 1-33-58-11 (Gaswell) 
Sun IOE Lottie 10-2-59-11 (Gaswell) 

UNIVERSAL’S INTEREST: 25% 

DEVELOPMENT ACREAGE: 1,920 Acres Gross 

UNDEVELOPED ACREAGE 2,230 Acres Gross 


FURTHER DEVELOPMENT Waiting on market 


MEDICINE HAT AREA 


LOCATION: 

UNIVERSAL’S INTEREST: 
UNDEVELOPED ACREAGE: 
FURTHER DEVELOPMENT: 


OWLSEYE PROSPECT 


LOCATION: 

UNIVERSAL’S INTEREST: 
UNDEVELOPED ACREAGE: 
FURTHER DEVELOPMENT: 


ST. PAUL PROSPECT 


LOCATION: 

WELLS DRILLED: 
UNIVERSAL’S INTEREST: 
UNDEVELOPED ACREAGE: 
FURTHER DEVELOPMENT: 


LOCATION: 

WELLS DRILLED: 
UNIVERSAL’S INTEREST: 
UNDEVELOPED ACREAGE: 
FURTHER DEVELOPMENT: 


LOCATION: 
WELLS DRILLED: 


UNIVERSAL’S INTEREST: 


DEVELOPMENT ACREAGE: 


UNDEVELOPED ACREAGE: 
FURTHER DEVELOPMENT: 


LOCATION: 

UNIVERSAL’S INTEREST: 
UNDEVELOPED ACREAGE: 
FURTHER DEVELOPMENT: 


WANDERING RIVER AREA 


LOCATION: 
WELLS DRILLED: 


DEVELOPMENT ACREAGE: 
UNDEVELOPED ACREAGE: 
FURTHER DEVELOPMENT: 


UNIVERSAL’S INTEREST: 


WHITEFISH PROSPECT 


LOCATION: 

UNIVERSAL’S INTEREST: 
UNDEVELOPED ACREAGE: 
FURTHER DEVELOPMENT: 


Township 15, Range 5, W4M 
50% 

800 Acres Gross 

Negotiating farmout 


Township 58, Range 10, W4M 

100% 

4,617 Acres Gross 

Waiting on market and adjacent development. 


Township 57, Range 8, W4M 

UniGas et al St. Paul 11-7-57-8 (D&A) 

25% working interest free to casing point 

1,392 Acres Gross 

Waiting on adjacent development by other parties. 


BRITISH COLUMBIA 
SIPHON CREEK PROSPECT 


Township 86, Range 16, W6M 

UniGas et al Siphon 11-8-86-16 (D&A) 
25% Working Interest free to casing point 
652 Acres Gross 

Negotiating farmout 


SASKATCHEWAN 
AVON HILL PROSPECT 


Township 30, Range 21, W4%4M 

GERC et al Avon Hill 2-19-30-21 (Oilwell) 

GERC et al Aveon Hill 4-19-30-21 (Oilwell) 

(a) GERC et al Avon Hill 2-19 
20% working interest until payout reverting to a 
15.714% interest after payout. 

(b) GERC et al Avon Hill 4-19 
23.332% working interest until payout reverting 
to an 18.960% interest after payout. 


160 Acres Gross 


1,520 Acres Gross 
Follow-up wells at 90 day intervals. 


ARCTIC ISLANDS 
ARCTIC ISLANDS PROSPECT 


Prince of Wales Island Baffin Island 

Berl 300 

158,839 Acres Gross 

Waiting on development by other parties. 


Townships 71 - 75, Ranges 14 - 18 W4M 


HOL Siebens UniGas Duncan 6-6-75-16 (D&A) 

HOL AOG UniGas Call 10-31-71-17 (Gas Well) 
HOL BVX UniGas Duncan 10-3-73-17 (D&A) 

HOL BVX UniGas Duncan 7-22-74-17 (Gas Well) 
HOL AOG UniGas Lyle 6-30-72-16 (Gas Well) 
HOL AOG UniGas Nixon 10-13-72-16 (Gas Well) 
HOL AOG UniGas Lyle 6-18-72-16 (Gas Well) 
HOL AOG UniGas Nixon 11-17-72-15 (Gas Well) 
HOL AOG UniGas Duncan 11-22-74-16 (Gas Well) 
HOL AOG UniGas Duncan 6-1-73-17 (Gas Well) 
HOL BVX UniGas Duncan 11-14-74-16 (Gas Well) 
HOL BVX UniGas Duncan 7-14-74-15 (Gas Well) 
HOL BVX UniGas Call 11-8-72-17 (Gas Well) 
HOL BVX UniGas Wander 7-2-73-15 (Gas Well) 


18,560 Gross Acres 

216,000 Gross Acres 

Drilling and completion of wells underway — Prelim- 
inary contract negotiations underway. 

9 3/8% — 18 3/4% 


Township 61, Range 12,w4m Sincerely, 


100% a 
3,508 Gross Acres Voor ay 
Attempting to farmout. 
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AUDITORS’ REPORT 


To the Shareholders of 
Universal Gas Co. Ltd. 


We have examined the balance sheet of Universal Gas Co. Ltd. as 
at December 31, 1971 and the statement of loss and deficit for the 
year then ended. Our examination included a general review of the ac- 
counting procedures and such tests of accounting records and other 
Supporting evidence as we considered necessary in the circumstances. 


In Our opinion these financial statements present fairly the finan- 
cial position of the company as at December 31, 1971 and the results 
of its operations for the year then ended in accordance with generally 
accepted accounting principles consistently applied. 


Auditors 
February 1, 1972. DELOITTE HASKINS & SELLS 


UNIVERSAL 


(Incorporated unde: 


BALANCE SHEET AS 


ASSETS 
CURRENT ASSETS: 
Cash «Om CEDOSIt sel cee senses ete cee ee $ 99,442.27 
Accounts receiVablen it iistj ee ceetenarareen cee eee eee tere 24,065.01 
De POsSits: isccstecaaae ea tate ee es a 7,500.00 
Total CurrentlaSSets javeeraek. cee eee eee eee 131,007.28 
PROPERTIES — at cost (Note 1): 
Producing ci.2sfucoeecs tad Siered et ceeoe ee  ceeee $15,665.19 
Developments iencrs: siento ct once ce eee ee Tae S215 
EQUIPIMIONE | 5.2: aecosssastet sae ee srgonee See ee oe er 8,340.00 
Drilling i PrORTOSS > x cercte cates: cece eS en a Thee fate The) 
Geological and: geoohysicaliexpiorationies ee ee 53,655.94 
UndevelOped ex acrcie cock. coh gece sete hen ee oe oer ee 77,938.67 
Total: PrOPErties %. tee coats tree eee S022176-28 
INCORPORATION AND ORGANIZATION EXPENSE ............0...00000e eee, 792917 
TOSTAL oSciceeetse ccs tcatce ie eae oe ene en ee S44 273 
Approved by the Board: 


Aeckh 2 Director 
Ge oneal 


, Director 


AS CO. LTD. 


2 Companies Act, Alberta) 


T DECEMBER 31, 1971 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


CURRENT LIABILITIES: 
AC COUMUSS OAV AIC ee meter ee sale soa Rta eae Pontes $ 1,000.00 


SHAREHOLDERS EQUITY: 
Capital Stock: 
Authorized: 
1,500,000 Shares of no par value, the maximum 
price or consideration not to exceed 


$1,000 ,000.00 
Issued and fully paid (Note 2): 
IOZ OMG OS Si ieaices mae eeae seas hee ene ne ees eee ts ray $510,000.00 
Less comimisSsiOm ONSalecOr Saves oon -s en.) asceerteee 60,000.00 
Ney OaIGeiGeCaitall maree a te.ce: ce, eee 450,000.00 
RS Ve ae Re ret sealer es etia rt NTE a te nv OI: he | De D,887:27 
Net shareholders: @quily ......0.-ceccssaeceae eens AAQVV27 3 


OT A em erin ty eer aegis eZ Te 


UNIVERSAL GAS CO. LTD. 


STATEMENT OF LOSS AND DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1971 


INCOME: 
Production revemMUe: scccceoccssestet tee een ae $ 943.83 
INTOLOSE. ..cdiccsccrsnesisscaecsdondnpessusietonus Ge’ saledaa stings sed tCee eee 9,360.88 
Total revealion sss ee ee 10,304.71 
EXPENSE: 
Accounting Services: 22.2. aas ene et $1,100.00 
Interest and bank ‘Charges: jain. :ssuaeeseoteneenss ane ee eee ene eee 828.90 
Office rentals g...ccacces-ncccceavcossagawansscetgsteeeen ee ene ete eae a 3,049.20 
Printing ard ‘Stationery: cscss-ct.csscteeneecten van ay tiesnaee te sees eerananer ne ean 2,482.89 
Professional f@@S2 vccclesareceascawnacsnctancnsebe eva gie ree teoee eee ena ae 2,695.00 
Registration fECS. siissivucescastseotevadiahatsecceenttt et eeen en aatks ae teatiiae =e eee 1,704.29 
SCrEENiING FEES. cicccdicwclecdeccetie dewesamk s Oenes GON feet eee ae ne neni ee cea 2,414.61 
Secretarial S@rvices: oo clscecsccscesaen eee fo ne oye yee, 
SUDSCLIPTIONS: cisccsicocascoscsctcsesensnceuecleaae eine ict ccreeel ase et erate ties ase ame io 
SUINIY® odccisecccncoSiliot tees tenihee tsete eee ee Sema te ane ea eee 394.32 
TelepNnone ‘vessszesecstssendurserteedencdipc ad eadeved: dees nee re rae Chee ae anne eee nate 113.00 
THAVE] sckenesessdeoucs ules caecesecQueQeecel ye ceeyeee tens COU oe ae ee eet i 963.77 
Total ex PenSe 22-2. ese ae eee 20,191.98 
NET LOSS FOR YEAR 
AND. DEFICIT AT END:OF THE: YEAR wees etee ee eee $29,837.27 


The accompanying notes are an integral 
part of these financial statements. 


UNIVERSAL GAS CO. LTD. 


NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1971 


1. Accounting Policy: 


The company follows the full cost method of accounting whereby all 
costs of exploring for and developing properties are capitalized in the 
accounts, whether the related property is producing or non-producing. 

_ Depletion of such costs and depreciation of production equipment will 
be provided for by the unit of production method based on the estimat- 
ed recoverable reserves of oil and gas when these figures have been 
fully determined. 


2. Share Capital: 
Pursuant to a prospectus dated December 18, 1970 1,000,000 shares 


were issued for cash at $ .50 per share from which was deducted a 
commission of $ .06 per share. 


3. Options to Purchase Capital Stock: 


The company has granted options for purchase of 102,000 common 
shares by directors exercisable at $ .50 per share on or before 
January 1, 1975. During the year no options were exercised. 
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MEDICINE HAT 


universal qas co.ltd. 


COVER PICTURE 
The cover picture is Mr. A. Rudkin’s excellent 
photograph of Beta Well Servicing’s Rig 43 
on location on the Keg River/Naylor Hills 
discovery well. 


Incorporated Under the Law of Alberta 


CAPITALIZATION 
Authorized — 1,500,000 
No Par Value 
Issued Capital — 1,020,000 
DIRECTORS 


JOSEPH A. MERCIER 

DONALD J. BUCHANAN 
WILLIAM E. AMBROSE 

H. DouGLAs HUNTER 
RICHARD A. N. BONNYCASTLE 


OFFICERS 
JOSEPH A. MERCIER 
— President 


DONALD J. BUCHANAN 
— Secretary-Treasurer 


WILLIAM E. AMBROSE 
— Vice-President 


TRANSFER AGENT AND 
REGISTRAR 
National Trust Company, Limited 
330- 8th Ave. S.W. 
Calgary, Alberta 


BANKERS 


Royal Bank of Canada 
Main Branch 

10107 Jasper Avenue 
Edmonton, Alberta 


SOLICITORS 


Lavallee & Buchanan 
10234 - 124th Street 
Edmonton, Alberta 


REGISTERED OFFICE 


10234 - 124th Street 
EDMONTON, Alberta 


President's Report to the Shareholders: 


The D & S Petroleum Consultants’ Evaluation re- 
ported to you in December confirms 1972 as a year of 
satisfactory progress in the acquisition of oil and gas 
reserves. Your Company participated in the drilling of 
19 wells, 14 of which encountered gas in commercial 
quantities and 5 of which resulted in abandonments. 
The Company’s inventory of properties was increased 
by the following acquisitions: 


— a 9% % interest in 72,960 acres of farmout and 
option lands at Wandering River. 

— a 100% working interest in a 15,360 acre P & NG 
Reservation at Logan, some ten miles east of the 
Wandering River Prospect. 

— a 70% working interest in a 5,120 acre Natural 
Gas Licence lying two miles east of the McMoRan/ 
Sundance discovery at Calling Lake. 

— a 10% interest in a 24,230 acre farmout and option 
at Spurfield. 

—— 2.720 acres of lease and a 16,640 acre P & NG 
Permit at Sedalia. 

— a 47,360 acre farmout in the Naylor Hills/Keg River 
Prospect. 

— the purchase of approximately 173,603 barrels of 
proven and probable oil reserves at Cynthia and 
158,455 barrels of proven and probable reserves 
at Dulwich. 


The Company inventory has been reduced by the 
write-off and surrender of the Boundary Lake, Siphon 
Creek and Byemore Prospects. 


It is a pleasure to report an outstanding start to 
1973 with Company participation in eight discoveries; 
one, the rejuvenation of the Sylvan Glen prospect, three 
outlining a new field at Naylor Hills and four establish- 
ing new gas reserves at Wandering River. The balance 
of the 1973 program to date has comprised participa- 
tion in five development gas wells, one suspension, and 
one abandonment at Wandering River and one abandon- 
ment in the Spurfield Prospect. Since the start of the 
year, our Company has also acquired a 25% working 
interest in a 6,080 acre P & NG Permit offsetting Mesa 


Petroleum’s gas discovery on the Sylvan Glen prospect, 
and a 25% working interest in 160,000 acres of farm- 
out, option and Natural Gas Licence lands in the Naylor 
Hills prospect. 


That prospect, with its indication of a wide-spread, 
gas-bearing sand and an excellent acreage position on 
a natural gas pipeline, holds greater potential for the 
Company than any of its ventures to date. Sylvan Glen, 
though smaller contains five or six development loca- 
tions and the promise of an early market. Wandering 
River has matured into the development stage because 
of the successful drilling program but more significantly 
because of the receipt by the working interest partners 
of an attractive gas purchase contract offer, providing 
competitive prices and the first take of gas in early 
1974. 


Universal’s share of exploration and development in 
the above areas will require a substantial cash outlay. 
From the response to the rights offering it appears that 
the rights issue combined with the exercise of stock 
options by three directors will provide the Company 
with an additional $540,000 of working capital. This 
will be adequate to meet the Company’s commitments 
for the preliminary development of Naylor Hills and 
Sylvan Glen, development to the market stage at Wan- 
dering River, exploratory operations on the Calling Lake 
Natural Gas Licence and the Sedalia Permit, and some 
cushion for participation in additional prospects. 


Your Board of Directors has been revised by the 
resignation of Mr. G. R. Hugo and the filling of the 
vacancy by the appointment of Mr. Richard A. N. 
Bonnycastle. We are grateful to Mr. Hugo for the excel- 
lent service he has provided in the birth of the Company 
and its growth to its present robust stage. Mr. Bonny- 
castle has extensive experience in the financial com- 
munity and to date has provided substantial direction 
and assistance to the Company. It is a pleasure to wel- 
come him to the Board and comforting to rely on his 
expertise in direction of the Company’s progress. 


With the backing of the Board of Directors and 
the steadfast support of the Shareholders, the position 
of President of your Company continues to be a chal- 
lenging and enjoyable position. We look forward to 
continuing success in the acquisition of assets and the 
establishment of a cash flow. 


The second Annual Meeting of your Company will 
be held in Salon A of the Holiday Inn in Calgary at 
2:30 on Thursday, April 5, 1973. You are sincerely 
requested to attend to evaluate your Company’s position 
and future plans. 


Yours sincerely, 


J. A. MERCIER, 
President 


NAYLOR HILLS/KEG RIVER PROSPECT 


The discovery well is Res UniGas ARCO KegR 
10-15-102-3 W6M. Combined with previous abandon- 
ments, it confirms a gas bearing sand, ten to thirty feet 
thick over some nine townships. To determine reservoir 
extent and quality and to earn all available acreage. 
Universal is operating an aggressive follow-up program. 
In addition to the four wells completed to date, we hope 
to drill two more prior to spring break-up. Through that 
program to date, Universal and Resman Holdings Ltd., 
have each acquired a 25% interest in 90,880 acres and 
completed agreements for farmouts and options on an 
additional 69,120 acres. 


The drilling indicates a reservoir of continuity and 
significant reserves but one readily damaged by drilling 
operations. Our program, experimenting in drilling and 
completion techniques and probing for the outer edges 
of the pool will result in some early disappointments. 
It will however, provide the basis necessary to conduct 
a full scale development program during the next drill- 
ing season. That program should encompass some 50 
wells and the building of gathering and treating facilities. 


NAYLOR HILLS/KEG RIVER 
RaW6 R3W6 


iy 


BODO/ESTHER PROSPECTS 


Your Company will join its partners in drilling a 
second test well on the Permit at a location picked on 
the basis of seismic information and natural gas indi- 
cations in three shallow horizons. The test well will 
likely be drilled prior to spring break-up. 


The company’s acreage at Esther is scattered and 
was acquired on a speculative basis. Activity in the 
area has considerably increased its value and assured 
exploration on the basis of activity by other parties. 


WANDERING RIVER 


T UNIGAS 4.6875 TO 9.375% 
WORKING INTEREST 


-¢- ABANDONMENTS 


3 GAS WELLS 


71 unicas — 100% 
L. — —J WORKING INTEREST 


HIGHWAY 


GASLINE TO TAR SANDS PLANT 
AT ATHABASKA 


OQ .SUSPENDED 


WANDERING RIVER PROSPECT 


The prospect now contains 27 gas wells, one sus- 
pension and three abandonments and has been increased 
by a 72,960 acre farmout from Huber Corporation. 


Success in the program has attracted a firm offer 
from Albersun, to purchase gas from the prospect com- 
mencing in April, 1974. When negotiations are complete, 
we expect the contract to provide an attractive price, 
early first delivery, and the benefit of frequent price 
redetermination tied to escalation in the value of natural 
gas. 


MEDICINE HAT PROSPECT 


Universal Gas is completing an agreement which will 
result in a farmout of the acreage in exchange for a 
refund of all of our investment, the inclusion of the 
acreage in a producing unit and a royalty to Universal 
and its partners of 15%. 


LOTTIE LAKE PROSPECT 


With Bow Valley as the operator, Universal and its 
partners have drilled one well on the Lottie Lake 
Prospect in 1972. It was projected to test the deeper 
horizons which failed to yield oil or gas in commercial 
quantities. It has however encountered natural gas in 
the Colony zone and stands cased waiting on a market. 


CALLING LAKE PROSPECT 


The Sundance/McMoRan attempt to extend the pool 
discovered by the well in Lsd 7 of Section 28-72-23 
W4M to the west has resulted in an abandonment. The 
Canadian Superior well three miles to the north was 
also abandoned. Sundance and McMoRan have now 
announced a location directly offsetting Natural Gas 
Licence No. 284 (5,120 acres)) in which Universal 
holds a 70% working interest. The information from the 
Sundance/McMoRan well which is being drilled on our 
royalty acreage will be available to us in ninety days. 


CALLING LAKE 


RGE 24 


RGE 23 W4M 


TWP73 


TWP72 


TWP71 


I 1 8% NET ROYALTY { { 4% NET ROYALTY 


J UNIGAS 70% WORKING INTEREST 


pom DISCOVERY WELL 


! 2% NET ROYALTY 


TT 1.3090, Net ROYALTY 
i-—~ ->- ABANDONMENT 
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DISCOVERY WELL 


r 1 UNIGAS 25% WORKING INTEREST 


SYLVAN GLEN PROSPECT 


Mesa Petroleum Company will follow-up its discov- 
ery on our Block “A” lands (Mesa Bolloque 6-24-64- 
26 W4M) with a second earning well on the Block “B” 
Lands. Universal’s interest after earning will be 25% in 
the Block “A” and 1834% in the Block “B” Lands. 
Universal expects to join Mesa in drilling development 
locations on Permit No. 1440 purchased on February 
6, 1973. Immediate development of the prospect is war- 
ranted because of an available market some 12 miles 
to the north. 


CYNTHIA/DULWICH PROSPECTS 


The Cynthia Prospect is in the final stages of uniti- 
zation for conversion to a secondary recovery scheme. 
Texaco, as Unit operator has completed all the necessary 
tests and is proceeding with the Unit Agreement. 


The operator of our working interest in the Dulwich 
pool has completed the installation of flowlines which 
will allow production at all times of the year. 


R8 R7 R6w4 


SEDALIA PROSPECT 


Universal Gas is negotiating an agreement whereby 
other parties will drill two test wells on our Sedalia 
acreage in order to earn a 50% working interest. While 
the prospect is attractive for drilling with Company funds, 
we feel that priority should be given to development of 
Naylor Hills/Keg River, Wandering River, and Sylvan 
Glen. 


OTHER AREAS 


There have been no changes directly affecting the 
following prospects: 


4 UNIGAS P&NG LEASES 100% St. Paul Owlseye 
3£ SHUT IN GAS WELLS Whitefish Avon Hill 
Ashmont Arctic Islands 


These prospects warrant retaining for future devel- 
opment. 


UQ universal qas co.ltd. 


LAND INVENTORY 


Prospect Name Land Description Gross Acres Net Acres 
Keg River/Naylor 1101-104, R1-5W6M 160,000 40,000 
Hills Prospect 

Ashmont Twp. 60, Rge. 11, W4M 8,800 2,200 
Avon Hill Twp. 30, Rge. 21, W3M 3,180 636 
Bodo/Esther Twps. 30-35, Rges. 1&2 W4M 27,840 8,400 
Calling Lake Twps. 71-73, Rges. 23&24 W4M 520 3,584 

Twps. 71-73, Rges. 23&24 W4M 27,520 (1.39% TO 8% NET ROYALTY) 

Lottie Lake Twps. 58&59, Rge. 11, W4M 4,000 750 
Medicine Hat Twp.15, Rge. 5, W4M 800 400 
Owlseye Twp. 58, Rge. 10, W4M 4,617 4,617 
Rochestor Twp. 61, Rge. 24, W4M 1,920 1,920 
St. Paul Twp. 57, Rge. 9, W4M 17230 240 
Sedalia Twp. 30&31, Rges. 6-8 W4M 19,360 19,360 
Sylvan Glen Twp. 63&64, Rges. 24-26 W4M 11,680 2,650 
Wandering River Twps. 70-75, Rges. 14-18 W4M 304,640 29,790 
Latham Twp. 19, Rge. 19, W4M 160 160 
Whitefish Twp. 61, Rge. 12, W4M 87520 Seo 
Arctic Islands Prince of Wales ls. 158,839 52,945 


Ellef Ringes Ils. 


UQ universal qas co.ltd. 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1972 


(with 1971 figures for comparison) 


ASSETS 
1972 1971 
CURRENT ASSETS: 
Cash fn #depositay eee ccu ne nn oe $164,125 $ 99,442 
Accounts “receivable 5 yy ct ee 16,742 24,065 
Accrued 7 interest o.2) bo) een ee O27 — 
ToOtalecurrenteasscts aman ae : : : 181,394 123,507 
PROPERTIES — at cost (Note 2): 
Producines and © devel Opec sesame: ene ee 141,051 170,582 
Undeveloped leaseholds roars La eee Sac es 161,446 131,594 
Total properties ee ean eee, 302,497 302,176 
DRILLING DEPOSITS 2s at eCOSt ame sume yume nt re 10,000 7,500 
FURNITUREVANDSFIXTURESS—satecost™..ymn ee ee 412 — 
Less accumulated depreciation .. ee) Se os 82 
Net furniture and aaraies be) ite Be ee 330 — 
INCORPORATION AND ORGANIZATION 
EXPENSE R——2 ath COSt gue ame nn UIA) 75930 
TOTAL ee See Lice hn $501,940 $441,113 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


CURRENT LIABILITIES: 


Accounts payable: $ 1,000 
DEFERRED INCOME TAXES (nee 3). —_ 
SHAREHOLDERS’ EQUITY: 

Capital stock: 

Authorized: 
1,500,000 shares of no par value, the maximum price or 
consideration not to exceed $1,000,000 
Issued and fully paid (Note 4): 
1,020,000 shares : 510,000 510,000 
Less commission on sale 3 muies 60,000 60,000 
Net paid-in capital 450,000 450,000 
Retained earnings (deficit) 11,360 (9,887) 
Total shareholders’ sitet 461,360 440,113 


Approved by the Board: 


AUfecced) Director 
gee Director 
TOTAL 4 ; ; 


The accompanying notes are an integral part of the consolidated financial statements. 


$501,940 $441,113 
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UqQ universal qas co.ltd. 


CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1972 
(With figures from inception September 23, 1970 to December 31, 1971 for comparison) 


1972 1971 
INCOME: 
Production revenue (net of royalties and lifting costs) . .  . Se le752 $ 944 
Interest : , ; : : : ; ; : : : ; : : 7,080 9,361 
Gainson sale Of property miterests 4. 2) 223,019 — 
Total income ' : : ; : ; ; : 232,150 10,305 
EXPENSES: 
PXUCiCr An Ce aACCOUCtING) ey mmm nw arene ec. ee anes une 2,592 1,100 
Advertising SOUGe eae Coe Me BOAR CO | me ae 15999 oe 
Geological and geophysical (Note 2) . . . . . .. . 53,016 _ 
ipteresteand = banks Charges seaman sno) ese ee: =p is) 829 
OUICCRTCNLCIsm a | gue meee er gee eee 3,187 3,049 
Printing and stationery a ee ee ee 4,254 2,483 
Professional fees. ; : ; : : : ene: : : : 9,650 2,695 
IRCSIStrAtLONN ECCS wa) ewes SP ey eae 1928 1,704 
Sularicsaee ECE Oe ET Beet NTs gw ks kl) |e Ae 23,265 2415 
Screening fees Se ee ce, ed ee ee ee 260 — 
Secretarial services ' 5) oe eee ae a ane: 6,033 3,329 
Subscriptionsmer amt bers ees te a ei ee 369 117 
Sundry PE De eer eg ee Pn WR ge A As 744 394 
Dry holes and abandonments (Note 2) ; : . : - ; 68,328 — 
Telephone ae Oe Ce ate et i? Pet oe! OS ee Oe 668 113 
EAVEe ane DLOMOlONes mers) oy eee Bence ass ee q27 964 
DOnatOUS eames ete ree en eet 2 oe ok 8G 70 — 
IDE DieCclaOl me. aa, es Res eos Eee et ave 82 — 
POtale expenses aevemnn come nyae ; a a) mets 177,903 20,192 
NET INCOME (LOSS) FOR THE PERIOD 
BEFORE INCOME TAXES Eee a Be eee |e 54,247 (9,887) 
DEFERRED INCOME TAXES (Note 3) a a ee ee ee 33,000 a 
NET INCOME (LOSS) FOR THE PERIOD ae ne 21,247 (9,887) 
DEFICIT AT BEGINNING OF THE PERIOD . .. . . (9,887) — 
RETAINED EARNINGS (DEFICIT) 
Atlee NDSOP THE PERIOD= Wiig.) sc.) os es be 116360 $ (9,887) 


The accompanying notes are an integral part of the consolidated financial statements. 
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UQ universal qas co.ltd. 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED DECEMBER 31, 1972 
(With figures from inception September 23, 1970 to December 31, 1971 for comparison) 


1972 1971 
SOURCE OF FUNDS: 
Net income (loss) for the year Soe: ey) 2d ee ee ee $21,247 $ (9,887) 
Depreciation) = = 0) a) Sen ee 82 - 
Deferred income taxes . ; : : : 3 : 33,000 — 
Dry holes and abandonments (Note 2) : fot SE eee : 68,328 — 
Geolovical@and sgcophysicala(NOte m2) aes ee 010 — 
V7D673 (9,887) 
Gain’ ongsales offs property interests aes ams nnn 223,818 — 
Funds applied to operations . . . . . (48,145) (9,887) 
Proceeds: on adisposalvote properticse mes nee 289,856 — 
Sale of shares Pa ees Ce enes Ac eee Et, SoA Pa oi — 450,000 
Total funds received Ge, Meee Cee 241,711 440,113 
APPLICATION OF FUNDS: 
ACQUISITION SOL s PLOPeL tics =n ( amy anne as 187,042 30271576 
Incorporation and organization expenses Jo ity So eee: 450 LPLED 
A GCitiONS | TOMLUENITU Ce al Ge tLX€ UCC rn 412 _— 
Drilling deposits . . ee ee ea 2,500 7,500 


Total funds rete , : ; ae 190,404 317,606 
INCREASE IN WORKING CAPITAL FOR THE PERIOD... 51,307 122507) 
WORKING CAPITAL AT BEGINNING OF THE PERIOD ._. 1225507 — 
WORKING CAPITAL AT END OF THE PERIOD ... .... $173,814 $122,507 


The accompanying notes are an integral part of the consolidated financial statements. 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


1. PRINCIPLES OF CONSOLIDATION: 
The consolidated financial statements for December 31, 1972 include the accounts of the company and those of its wholly- 
owned subsidiary, Universal Explorations Ltd. The subsidiary was incorporated in 1971 but did not have any operations 
until 1972. 


2. ACCOUNTING POLICY: 

The company has changed its accounting practice from the full cost method of accounting to the conventional method of 
accounting whereby only those costs applicable to the acquisition of properties and tangible expenditures for producing prop- 
erties are capitalized. Dry holes and abandonments and related geological and geophysical expenses are charged to operations 
in the year incurred except that $121,344 of these costs previously capitalized prior to the change in accounting method have 
been written off in the current period. Gains or losses on disposition of properties are now taken into income as _ realized. 
Depletion of producing properties and depreciation of production equipment will be provided for by the unit of production 
method based on estimated recoverable reserves of oil and gas when these figures have been fully determined. 


3. INCOME TAXES: 
For income tax purposes the company is entitled to claim drilling, exploration and lease acquisition costs and capital cost allow- 
ances (depreciation) in amounts which may exceed the related depletion and depreciation provision reflected in the accounts. 
The company takes all timing differences into account for tax allocation purposes and the charges against income for deferred 
income taxes are accumulated on the balance sheet as applicable to those future periods when the amounts claimed for tax 
purposes may be less than those recorded in the accounts. 


4. OPTIONS TO PURCHASE CAPITAL STOCK: 
The company has granted options to directors to purchase 127,000 common shares exercisable at $.50 per share on or before 
January 1, 1975. During the period no options were exercised. 


5. REMUNERATION OF DIRECTORS AND OFFICERS: 
The total remuneration paid or payable by the companies to directors and senior officers for the year was $23,265 (1971 - $2,415). 
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AUDITORS’ REPORT 


To the Shareholders of 
Universal Gas Co. Ltd.: 


We have examined the consolidated balance sheet of Universal Gas Co. 
Ltd. as at December 31, 1972 and the consolidated statements of income and 
retained earnings and source and application of funds for the year then ended. 
Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. : 


In our opinion these consolidated financial statements present fairly the 
financial position of the companies as at December 31, 1972 and the results 
of their operations and source and application of their funds for the year then 
ended in accordance with generally accepted accounting principles applied, 
except for the change in the method of accounting for properties as described 
in Note 2, on a basis consistent with that of the preceding period. 


DELOITTE, HASKINS & SELLS 
Chartered Accountants 


February 14, 1972. 
Calgary, Alberta 
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universal qas co.ltd. 


Incorporated Under the Law of Alberta 


CAPITALIZATION Authorized — 3,500,000 
No Par Value 
Issued Capital — 1,478,030 
DIRECTORS JOSEPH A. MERCIER 


DONALD J. BUCHANAN 
RICHARD A. N. BONNYCASTLE 


OFFICERS . JOSEPH A. MERCIER 
— President 


DONALD J. BUCHANAN 
— Secretary-Treasurer 


RICHARD A. N. BONNYCASTLE 
— Vice-President 


TRANSFER AGENT AND REGISTRAR National Trust Company Limited 
330- 8th Ave. S.W. 
Calgary, Alberta 


BANKERS The Toronto Dominion Bank 
Two Calgary Place 
Calgary, Alberta 


SOLICITORS Lavallee & Buchanan 
10234 - 124th Street 
Edmonton, Alberta 


REGISTERED OFFICE 10234 - 124th Street 
Edmonton, Alberta 


President’s Report to the Shareholders 


For the year ended December 31, 1973, its third year of existence, your 
Company has met with continuing success in the establishment of natural gas 
reserves. In the Exploratory and Development portion of this report, you will 
recognize former prospects, usually with additional wells and revised acreages; 


you will also note several new prospects with established reserves — Forest- 
burg, Crossroads and Rainbow. Two drilling rigs and two service rigs are active 
under contract to Universal Gas and its partners in the Keg River — Rainbow 


areas, with another service rig active at Calling Lake. Wells operated by partners are underway at Sylvan Glen 
and Winmore. By breakup this spring, your Company’s activity for the past twelve months will have included 
several geological studies, three geophysical reviews and participation in 44 wells. Fourteen of these wells 
were drilled at no risk or expense to Universal. Total results include 19 gas wells, three suspended wells with 
possible gas reserves, one suspended heavy gravity oil well, and 22 abandonments. Your Company's reserves 
of saleable gas are estimated to be 70 BCF proven and probable and 86 BCF possible additional. 


Firm contract offers, higher prices and stabilized royalty rates provide encouraging cash flow projec- 
tions for 1975. Of major interest is a contract for the sale of gas from our Keg River prospect which has re- 
sulted in our joining our partners in a development drilling program designed for completion by breakup. Gath- 
ering and compressing facilities will be installed as soon as terrain conditions permit next winter. First sale 
of gas should occur by the end of March 1975. 


By November 1974 we should also be on stream at Medicine Hat and within several months there- 
after, on stream at Sylvan Glen, Lottie Lake, Tide Lake, and Calling Lake. An exception to this encouraging 
pattern is Wandering River where negotiations to sell gas to Albersun have broken down. With other gas 
purchasers now conducting technical evaluations of the Prospect, alternative markets should soon be 
available. 


Now that a cash flow is assured in the next few months, and adequate financing is being made available, 
you can expect increased exploration activity by your Company in the coming year. Again, we expect to con- 
centrate on establishment of gas reserves, principally in Alberta, and principally through the style of operation 
followed in the last three years. We will pay higher royalties and higher costs but we will also receive higher 
prices. The economics of our ventures are as good or better now than they were when the ventures were 
initiated. Your management considers the upheaval in markets, prices and politics to be cyclical and 
an on going part of the oil and gas game. While it may be at variance with a large portion of the industry, 
it is our opinion that protection of the Canadian consumer by the Federal Government and assurance of a 
fair return to the Alberta people under the provinces new royalty structure are necessary and desirable. Both 
the senior government and our Provincial Government recognize the need for a stable climate for the gas and 
oil industry. With a little more time and experience, we can expect our provincial government to set its rules 
and royalties, and have the confidence to stick by them and its other contracts, whether with individuals, cor- 
porations or the industry. 


With this optimism, your directors are anticipating the completion of two financial transactions which 
will be of substantial benefit to your company; firstly, the sale of 300,000 shares of treasury stock through 
McLeod, Young & Weir which will yield approximately $1,000,000 to your treasury, and secondly, an agree- 
ment with European interests which will provide an additional $1,000,000 in the form of a drilling fund. 


It is with regret that your Company has accepted the resignation from the Board, of W. E. Ambrose 
and H. D. Hunter. These gentlemen have made valuable contributions to your company, and we wish 
them success in their new endeavors. 


The third Annual Meeting of your Company is scheduled for 2:00 p.m. Thursday, April 4th, 1974, in 
Salon A and B of the Calgary Holiday Inn. Your directors encourage all shareholders who find it possible, to 


attend the meeting. 
Yours sincerely 


J. A. MERCIER, 
President 
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UNIGAS 614% WORKING INTEREST > 


KEG RIVER 


In addition to the drilling of new wells, your Com- 
pany’s program between now and break up will include 
completion and flow testing of all indicated gas wells, 
preliminary surveys for the location of a plant and 
gathering system, and the ordering of materials for 
installation of the plant and gathering system as soon 
as terrain conditions permit next winter. We anticipate 
some difficulty in obtaining materials but through the 
efforts of the Consultants’ working for us, have so far 
managed to continue our drilling program without 
delays for casing and tubing. With the lead time 
available to them, D & S Petroleum Consultants expect 
to have the necessary material by installation date. 


The new farmout and options from Hudson's Bay 
at the north end of the Keg River prospect and the 
second option block from Amoco, Frio, and EI Paso at 
the west end of the prospect have been drilled free to 
Universal with a corresponding reduction in its interest. 
The three wells drilled on these two areas are non- 
commercial and outline the northern limits of the pool 
now being developed by Universal, Atlantic Richfield 
and Resman Holdings. By the start-up date of the plant 


Evel UNIGAS 25% WORKING INTEREST 
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TWP 
104 


TWP 
103 


TWP 
102 


TWP 
101 


UNIGAS 50% 
WORKING INTEREST 


ABANDONMENT xt GAS WELL 


we anticipate some twenty productive wells centered 
around the original discovery in Section 15-102-3 W6M. 


Other acquisitions during the past year were a 6.25 
percent interest in Natural Gas Licence No. 285 lying 
in Township 103, Ranges 1 and 2 W6M and a 50 per- 
cent working interest in Drilling Reservation No. 2573 
and a half section Lease in Township 101, Range 2 and 
3. We are currently validating the Drilling Reservation 
under the terms of an agreement with adjacent lease 
holders. Natural Gas Licence No. 285 and the option 
block from Hudson’s Bay, appear to have promise of 
Bluesky Gething production on the basis of three re- 
cent completions announced in townships immediately 
to the north. They will be tested next winter. 


CALLING LAKE 


Your company recovered the major portion of its 
investment in Natural Gas Licence No. 264 by an agree- 
ment with a farmee who also paid a portion of Univer- 
sal’s drilling costs. The well drilled under that 
arrangement in section 26 is being completed as a 
commercial gas well. Universal’s interest in the well 


and in the licence now stands at 44 percent. The well 
has good deliverability and combined with the three 
wells drilled by Sundance and McMoRan on the Com- 
pany’s net royalty acreage, forms an adequate pool for 
delivery to a market. The outlet for such a market is 
projected to be six miles to the south. We expect to join 
Our partners and adjacent acreage holders in drilling 
at least one more well prior to development of the 
gathering system and plant. 


CALLING LAKE 


xt CALLING 
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1.39% — 8% NET ROYALTY X£ GAS WELL 


CROSSROADS 


The last two wells drilled at Crossroads were drilled 
free to the Company with the southerly one being 
abandoned in Section 33-108-22 W5 and the northerly 
one encountering gas in commercial quantities. With 
adjacent land being posted for sale offsetting the dis- 
covery, we will delay release of further details on the 
prospect until the annual meeting. Universal's interest 
in the discovery and the Reservation on which it sits 
is 12.5 percent. 


The southern and eastern portions of the Cross- 
roads prospect are of no interest to the Company at 
present and unearned portions are being surrendered. 


TWP73 


CROSSROADS 


GAS 25% WORKING INTEREST * ABANDONMENT 


UNIGAS 1215% 


WORKING INTEREST # GAS WELL 


61, OPTION 


LOTTIE LAKE 


The four gas wells and four thousand acres in 
which Universal Gas holds an 18.75 percent interest 
are being unitized with thirty other gas wells in two 
adjoining townships. There are adequate reserves and 
deliverability in the unit area to go on stream, and a 
proposed extension of the AGT system should provide 
a market outlet by March of 1975. We anticipate doing 
no further drilling on the Universal acreage. Our future 
expenditures will be a proportionate share of gathering 
and compression costs for the unit. 


FORESTBURG 


As previously reported to you, the well drilled 
jointly with Vanderbilt on Section 14 came in high on 
the structure and provides a ten to fifteen foot pay 
section of excellent reservoir quality. Universal has 
committed to drill the option in Section 13 in order to 
earn a 50 percent interest in that section. While there 
is reasonably high risk that the well could fall below the 
water line, the technical data, the anticipated reserves, 
and the nearby market warrants the risk. One addition- 
al well whether in Section 13 or 15, would provide a 
four well pool with adequate reserves and deliverability 
for transmission to the Alberta Gas Trunk line some 
four miles to the west. We have proposed unitization 
with other holders to the north and await their reply. 


FORESTBURG 


PROPOSED 
LOCATION 
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UNIGAS 15% WORKING INTEREST xt GAS WELL 
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Us is 50% OPTION 


SEDALIA PROSPECT 


Through a series of farmouts and options, Uni- 
versal has given up a 50 percent interest in the original 
permit and leases in exchange for two test wells, and 
joined its farmee in acquiring a 50 percent in an ad- 
ditional thirteen sections. Of the four wells drilled 
under the farmouts, three are commercial gas wells 
and one is marginal. Our activity and that of other 
parties indicated adequate reserves to attract a market. 
The probable delivery point is an Alberta Gas Trunk 
Line some eleven miles east of the prospect. 


SEDALIA PROSPECT 
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Pe UNIGAS 50% WORKING INTEREST - ABANDONMENT 


UNIGAS 25% WORKING INTEREST %# GAS WELL 


SYLVAN GLEN 


Two of the wells drilled since the original discovery 
have established proven reserves under Permit No. 
1440. 


One was drilled by Mesa for its own account off 
the southeast corner of the Permit in LSD 11-16-64- 
25W4 and the other is a recent completion by our group 
in section 18 of the same township. While the former 
indicates a pay section of some 10 to 12 feet, the 
jointly drilled well in section 18 has an _ indicated 
30 foot pay section in the primary zone and commercial 
flows in two thinner secondary zones. 


Mesa’s second earning well in Section 16-64-26- 
W4 was abandoned as was a jointly drilled well on the 
Canadian Superior farmout. A comparison of old 
abandonments on newly acquired Permit No. 1526 
(UniGas 28%) and on Permit 1440 indicates that at 
least two of the abandonments would have yielded gas 
if they had been tested. That indication combined with 
the increased pay thickness in the last well, substan- 
tially increases the estimate of recoverable reserves. 


Alberta Gas Trunk has purchased the Hondo-Mitzue 
oil line which passes within three miles of this prospect. 
Three gas purchasers have indicated interest in the 
Sylvan Glen gas reserves and are presently considering 
the technical data. It is practical to expect the prospect 
to reach market stage within the next twelve months. 
Development drilling will get underway after the lifting 
of spring road bans. 
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WANDERING RIVER 
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UNIGAS 4.6875 TO 9.375% 
WORKING INTEREST 


1973 ACQUISITIONS 4.6875% 


| 


> ABANDONMENTS 


3 GAS WELLS 


HIGHWAY 


GASLINE TO TAR SANDS PLANT 
AT ATHABASCA 


WANDERING RIVER 


The break down in negotiations of the gas purchase 
contract and the drilling record for the past year were 
disappointing. Of the eleven wells drilled, six were 
abandoned. On the brighter side, completions of wells 
drilled in previous years were encouraging and the 
fact remains that the Wandering River prospect has 
large reserves well situated on the pipe line to the 
Athabasca Tar Sands with adequate development for 
immediate sale. The proposed Alberta Gas Trunk ex- 
tension will reach a point some 10 miles southwest of 
the prospect and will provide alternative markets. While 
the logical market for this gas should be the Athabasca 
Tar Sands, the eventual market may well be one to 
the south, and though somewhat delayed, probably 
on better terms than those in the Albersun offer. 


OTHER AREAS 
Tide Lake 


Both of the Company’s wells are capable of gas 
production from dual zones, but cannot be economi- 
cally hooked up independently of other nearby wells. 
The operators of these adjacent wells have been waiting 
for higher price offers. With higher offers now available, 


at least two of the operators are preparing to expand 
gathering and processing facilities, which will allow 
room for handling of the Company’s gas. We expect to 
be on stream within a year. 


Ashmont, Whitefish, St. Paul, Owlseye 


Drilling by other parties and the unit forming at 
Lottie Lake justifies annual rental on all of these pros- 
pects. Last year’s drilling has resulted in reported gas 
discoveries one mile from the St. Paul acreage, two 
other wells within a mile and a half of our Owlseye 
block and two within three miles of the Whitefish Block. 
With a pipe line proposed into the Lottie Lake/Saddle 
Lake area, part of the company’s prospect will warrant 
development. 


Logan 


Our wholly owned Reservation which sits on the 
northeast quarter of the Wandering River block now 


has gas wells reported some five miles to the south- 


west, three and a half miles to the north and ten miles 
to the south. Drilling is currently underway by other 
parties in four townships adjoining the Reservation. 
The prospect of natural gas in the Wabiskaw zone 
and secondary possibilities in the Devonian should 
provide the opportunity for us to farmout the Reserva- 
tion on advantageous terms. Should the development 
occur even closer to the Reservation boundaries, we 
would probably retain the entire interest and drill the 
prospect for our own account. 


Winmore 


This is a small oil prospect in southeastern Saskat- 
chewan in which the Company’s participation will com- 
prise of 10 percent in the test well and the 1600 acre 
farmout and 50 percent in 1280 acres of freehold op- 
tions. Drilling is underway at the moment. 


Medicine Hat 


Universal’s 50 percent working interest in 1,120 
acres provides locations for seven Milk River Wells. 
Two of the seven wells can also be drilled deeper for 
completion in two horizons with indicated natural 
gas reserves. The operator of the adjoining Medicine 
Hat unit has proposed unitization of a half township, 
including Universal’s acreage and development of the 
unitized area for production by November 1974. The 
scheme has been approved by Universal because of the 
obvious benefits it will provide in the form of gathering 
and processing facilities. 


Byemore, Rochester, Lathom, Esther, Dulwich, 
Cynthia, Arctic Islands, Avon Hill 


There has been no appreciable change in the status 
of any of the above prospects. 


Bodo 


The open hole completion of the oil well at Bodo 
has not been satisfactory because of frequent rework 
operations required to remove sand. While the oil ac- 
cumulation seems to be narrow, it will warrant addition- 
al development. The operator and partners are reluctant 
to continue the operation until royalties and prices for 
crude oil are established. We expect to initiate some 
activity by the end of this year. 


Pyramid 


This new prospect has been put together on the 
basis of evaluation by other parties, with the Company 
being carried through the earning well for a 12.5 per- 
cent interest. The earning well on Reservation 2460 
(14,080 acres) has encountered no productive sand 
indicating that the reservoir lines to the north and 


Ud universal qas co.ltd. 


west. An option on 3,360 acres from Imperial Oil ap- 
pears to have promise and will be considered for drill- 
ing next winter. 


Manyberries 


By joining Vanderbilt in the drilling of the test well 
Vand Candel Manyb 10-15-3-5 W4M, Universal has 
earned a 25 percent working interest in 11,360 acres. 
While the earning well has been abandoned, there is 
indication of commercial gas on the earned acreage 
in an old abandonment. It is the Company’s intention 
to increase its interest in the acreage and drill offset- 
ting the old abandonment later in the year. 


Rainbow 


A farmee has drilled the validating well on Univer- 
sal’s Drilling reservation No. 2654 (6,400 acres) and 
thereby earned a 50 percent working interest. The well 
is a discovery and is being followed by a second well 
operated by the Company on a 50-50 basis with the 
farmee. Further details will be provided at a later date 
following crown sales in the area. 


LAND INVENTORY 


Prospect Interest 
Arctic Islands 3313 
Ashmont 50 

Avon Hill 24.75 
Bodo 61.25.40 
Byemore ZO 

Calling Lake 44-60 
Crossroads 25 
Cynthia Eo;22 
Dulwich 65 

Esther 100 
Forestburg 152745 
Keg River 29 
Lathom 100 
Logan 100 

Lottie Lake its}. Als) 
Manyberries 25 
Medicine Hat 50 
Owlseye 100 
Pyramid 5 
Rainbow 50 
Rochester 100 
Sedalia 50 

St. Paul 13775 
Sylvan Glen Wasa ycre Ten) 
Tide Lake 100 
Whitefish 100 
Wandering River 6.25 12:5 
Winmore 50 


Gross Acres Net Acres 
158,839 52,945 
1,760 880 
1,680 416 
ZOO 8,701 
1,120 240 
5,440 2,445 
112,944 57.309 
3,040 492 
50 33 
1,920 1,920 
6,720 1,140 
174,560 Secou 
160 160 
15,360 1o2s60 
4,000 750 
HiS60 1,420 
23,200 11,600 
4,617 A617 
21,280 2,210 
6,400 3,200 
1,920 1,920 
23.200 11,600 
1,280 240 
22,400 4,867 
960 960 
Syocd 37020 
307,480 35,500 
2,040 1,020 
IS1627530 391,970 


Ud universal qas co.ltd. 
AND ITS WHOLLY-OWNED SUBSIDIARY 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 


(with 1972 figures for comparison) 


Assets 


CURRENT ASSETS: 
Cash on deposit . 
Accounts receivable 
Accrued interest . 
Prepaid expenses : 
Inventory of casing — at cote 


Total current assets 


PETROLEUM AND NATURAL GAS PROPERTIES (Notes 2 and 3) . 
Less accumulated depletion : 


Net petroleum and natural gas Bippettics : 


PROPERTY AND EQUIPMENT (Note 4) : : 
Less accumulated depreciation and amortization . 


Net property and equipment.. 
OTHER ASSETS — at cost: 
Organization expenses 
Drilling and reservation deposits 
Total other assets . 
TOTAL 


Lic buLnitnes cand ohanreholders 


CURRENT LIABILITIES: 
Bank indebtedness (unsecured ) 


Accounts payable : : : ; 
Total current liabilities . 


SHAREHOLDERS’ EQUITY: 
Capital stock (Note 5): 
Authorized: 


3,500,000 shares of no par value, the maximum 
consideration of price not to exceed $7,500,000 
Issued and fully paid: 
1,452,530 shares (1972 — 1,020,000 shares) . 


Less commission on sale of shares . 
Net paid-in capital . 
Deficit , . . : : : 
Net shareholders’ equity 


Gra 


Director 
Approved by the Board: 


Director 


TOTAL 


The accompanying notes are an integral part of the consolidated financial statements. 
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1973 

1973 1972 
$14 7.015 $164,125 
138,351 16,742 
ws 527 

2.105 = 
4,851 = 
152,322 181,394 
897,674 201,422 
eo Te 
886,092 201,422 
61-236 9.615 
1,812 ee 
59,424 9,533 
7,719 eS) 
___ 27,875 __10,000 
35,594 _ 17,719 
$1,133,4: 432 $410,068 

Equity 

1973 1972 

$ 125,664 oe 
90,589 7,580 
— 216,253 7,580 
1,082,795 510,000 
60,000 —_—-60,000 
1,022,795 450,000 
105,616 47,512 
917,179 402,488 
$1,133,432 $410,068 


UqQ universal qas co.ltd. 
AND ITS WHOLLY-OWNED SUBSIDIARY 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


FOR THE YEAR ENDED DECEMBER 31, 1973 


(with 1972 figures for comparison) 


SOURCE OF FUNDS: 
Proceeds on disposal of properties . 
Sale of shares 


Total funds received 


APPLICATION OF FUNDS: 
Net loss for the year . 
Depletion, depreciation and arnar dation 
Acquisition of properties 
Acquisition of equipment . 
Additions to deposits . : 
Incorporation and organization SWOT. 


Total funds applied . 


(DECREASE) INCREASE IN WORKING CAPITAL FOR THE YEAR 
WORKING CAPITAL AT BEGINNING OF THE YEAR 


(DEFICIENCY IN) WORKING CAPITAL AT END OF THE YEAR . 


The accompanying notes are an integral part of the consolidated financial statements. 


UO universat qas co.ltd. 
AND ITS WHOLLY-OWNED SUBSIDIARY 


CONSOLIDATED STATEMENT OF LOSS AND DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1973 


(with 1972 figures for comparison) 


INCOME: 
Production revenue (net of royalties and lifting costs) . 
Interest . : ; ; 
Total income 
EXPENSES: 


Depletion, depreciation and amortization 
General and administration 
Interest . 


Total expenses . 
NET LOSS FOR THE YEAR 


RETAINED EARNINGS (DEFICIT) AT BEGINNING OF THE YEAR: 
As previously reported 
Restatement of accounts to full cost ae aod Bt eee (Note 2) 
As_ restated : 

DEFICIT AT END OF THE YEAR 


LOSS PER SHARE 


The accompanying notes are an integral part of the consolidated financial statements. 
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1973 


$ 75,000 
5/2/95 


647,795 


58,104 


Grote) 


TiNeZ 2 
51,620 
17,075 


885,540 


(237,745) 


173,814 


$ (63,931) 


1973 


py rezey 


4,520 


16,401 


Poyoue 
58,556 

2,638 
74,505 


58,104 


11,360 


(58,872) 
(47,512) 
$105,616 


04¢ 


1972 


$289,856 


289,856 


37,625 

(82) 
188,441 
91615 
2,500 
450 


238,549 


51,307 
122,507 
eee 


1972 


$252 
7,080 


S032 


82 
45,360 
915 


45, 957 


S74625 


(9,887) 


(9,887) 


$ 47,512 


04¢ 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


DECEMBER 31, 1973 


1. PRINCIPLES OF CONSOLIDATION: 


The consolidated financial statements include the accounts of the company and its wholly-owned subsidiary, Universal 
Explorations Ltd. 


2. ACCOUNTING POLICY: 


The continuing growth of the company has led it to readopt the full cost method of accounting for oil and gas operations 
wherein all costs related to the exploration for and development of oil and gas reserves are capitalized. Such costs include 
lease acquisition costs, geological and geophysical expenditures, lease rentals on undeveloped properties, costs of drilling 
both productive and non-productive wells, and all technical and administrative overhead directly associated with explora- 
tion and development. Proceeds received from disposal of properties are credited against accumulated costs. Depletion 
of the net costs, and depreciation of production equipment is provided for by the composite unit-of-production method 
based on estimated proven reserves of oil and gas. 


The change in accounting policy has been made fully retroactive and the previously reported accounts of the company for 
1972 have been restated to reflect this change. As a result, net petroleum and natural gas properties has been decreased 
by $91,872; loss and deficit has been increased by $58,872, and deferred taxes has been decreased by $33,000. 


3. PETROLEUM AND NATURAL GAS PROPERTIES: 


1973 1972 
Producing and developed . : ; , : ‘ Pe es ; : : : : $599,485 $(73,416) 
Undeveloped oil and gas rights . : : 5 i ; : : : : ; : WANE) _ 274,838 
897,674 201,422 
Less accumulated depletion. . ; , : : 4 : ; A } . me SZ SS 
Net petroleum and natural gas properties . : : ‘ : 3 : : : 3 $886,092 $201,422 
4. PROPERTY AND EQUIPMENT: 
1973 1972 
Production equipment : , : ; 5 : : : ; : ‘ ‘ é $ 56,792 $ 9,203 
Office equipment : : ; ; F : 3 : i ; : : j ‘ 1,914 412 
Leasehold improvements. i : 2 : : : : : : : : : _ 20) ae 
61,236 9615 
Less accumulated depreciation and amortization. - : : : : : : pei, ol2 82 
Net property and equipment B 5 : : : ; 5 : , , : : $ 59,424 > 9,533 


Production equipment is amortized on a unit-of-production basis, office equipment is depreciated on the diminishing-balance 
method at the rate of 20% and leasehold improvements are amortized over the term of the lease. 


5. CAPITAL STOCK: 


By resolution passed by the shareholders at a special general meeting held December 21, 1973 the authorized share capital 
was increased to 3,500,000 common shares with a maximum consideration of $7,500,000 from 1,500,000 common shares 
having a maximum consideration of $1,000,000. 


During the year 432,530 common shares were issued for a cash consideration of $572,795 as follows: 


Shares Amount 
Balance December 31, 1972 . ; 4 ; ; : : : : : : : 1,020,000 $ 450,000 
Share options exercised . : : 5 : : : ‘ ; ; : : : 76,000 38,000 
On exercise of rights offering . : : : ‘ , ; : ; : : : 356,530 __534,795 
Balance December 31, 1973 . , : : : : i : : . : : 1,452,530 $1,022,795 


6. OPTIONS TO PURCHASE CAPITAL STOCK: 


The company has granted options to purchase 127,000 common shares by the directors exercisable at $.50 per share on 
or before January 1, 1975. During the year 76,000 shares were issued on exercise of the options and 51,000 remain out- 
standing at December 31, 1973. 


7. REMUNERATION OF DIRECTORS AND OFFICERS: 


The total remuneration paid or payable by the companies to directors and senior officers for the year was SRSA (USI 
— $23,265). 


1] 


AUDITOR’S REPORT 


To the Shareholders of 
Universal Gas Co. Ltd.: 


We have examined the consolidated balance sheet of Universal Gas Co. Ltd. 
as at December 31, 1973 and the consolidated statements of loss and deficit 
and source and application of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of ac- 
counting records and other supporting evidence as we considered necessary in 
the circumstances. 


In our opinion, these consolidated financial statements present fairly, the 
financial position of the companies as at December 31, 1973 and the results 
of their operations and the source and application of their funds for the year 
then ended, in accordance with generally accepted accounting principles applied, 
after giving retroactive effect for the change to the full cost method of accounting 
referred to in Note 2 on a basis consistent with that of the preceding year. 


DELOITTE, HASKINS & SELLS 
Chartered Accountants 


Calgary, Alberta 
February 15, 1974. 
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Incorporated Under the Law of Alberta 


Authorized — 3,500,000 
No Par Value 
Issued Capital — 1,828,030 
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DONALD J. BUCHANAN 
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JOSEPH A. MERCIER 
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DONALD J. BUCHANAN 
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National Trust Company Limited 
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Two Calgary Place 
Calgary, Alberta 


Lavallee & Buchanan 
10234- 124th Street 
Edmonton, Alberta 
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President’s Report To The Shareholders: 


It is a pleasure to report on the activities of your Company during 1974. 
Your Company is about to market its first significant quantities of natural gas 
and by year end should be producing from seven properties. 


Notwithstanding the adverse effects of government actions, your 
Company has remained active and in some instances benefited from the oil 
industry slow down. Those benefits are reflected in acquisitions on new 
prospects described in the Exploratory and Development portions of this 
report. 


Our milestones in the past year include the negotiation and execution of 
the Company’s first natural gas sales contract, the unitization and develop- 
ment of Tide Lake and the development of the Keg River prospect. Including 
those developments, we have participated in 80 wells of which 61 were 
completed as gas wells, 1 as an oil well and 18 were abandonments. Funds for 
these operations were obtained from the underwriting last spring which netted 
approximately $1,000,000 from the sale of 350,000 shares. 


With the cash flow resulting from our gas sales, and the borrowing 
capacities provided by our proven assets, we expect to substantially accelerate 
our program in the coming year. In addition to development of our existing 
prospects we plan new exploratory programs in prospects at Sawn Lake and 
Chester Creek, and in the general Rainbow area. The funds to pay for this 
activity will be raised through conventional bank loans and some equity 
financing. 


These financing arrangements have required a current evaluation of the 
Company’s assets. The summary of the evaluation, prepared by D&S Petroleum 
Consultants, outlines proven and probable recoverable reserves of 109,302 
barrels of oil and 61.718 BCF of natural gas providing a future cash flow of 
$41,000,000 which discounted at 9 percent and combined with the market 
value of the Company’s acreage yields a present worth of $18,102,782. 


Copies of the complete evaluation will be available at the Company’s 


Annual Meeting scheduled for 2:00 p.m. Thursday, March 27, 1975 at the 
Holiday Inn, Calgary. We look forward to your attendance at that meeting. 


Respectfully submitted 
UNIVERSAL GAS CO. LTD. 


se rca gr OED 


J. A. Mercier, President 


EXPLORATORY AND DEVELOPMENT OPERATIONS 


Northern Alberta 


The Company's larger prospects lie in a band 
crossing Alberta from the Lloydminster-Wandering 
River area to the northwest corner of the Province. Its 
targets in that area are Basal Cretaceous sands 
varying from the Bluesky Gething at 900 foot depths 
in the Rainbow prospect to the equivalent 
Glauconitic-Wabiskaw sands at 3,000 feet in the 
Sylvan Glen prospect. From the lone rig operated by 
the Company and its partners two winters ago, the 
Bluesky Gething portion has grown to this winter's 
program of approximately 70 wells. Fourteen rigs are 
presently active under contract to eleven operators. 
In the area between the Company's Keg River and 
Pyramid prospects, other parties have evaluated a 
January posting with nine wells of which four are 
indicated gas wells. The 23,040 acre Gas Licence sold 
for a bonus of $952,412. Outside operated wells also 
offset the Company's acreage at Keg River, Basset 
Lake, Rainbow, Crossroads and Chester Creek. 


For a better chance to accumulate large acreage 
positions at reasonable prices, the Company has 
shifted its attention to areas further removed from 
existing gas pipelines. Again, the key to prospective 
acreage lies in the indications of gas reserves in 
abandonments drilled twenty to twenty-five years 
ago. While further away from markets, the reservoir 
qualities at Chester Creek-Sawn Lake and the ex- 
panded activities expected from the Company’s 
programs and that of other operators, should attract a 
market outlet within two or three years. North Negus 
also has provided larger acreage spreads in an area of 
gas shows and reasonable proximity to proposed pro- 
cessing facilities at Rainbow. 


The Company will fulfill its initial acreage earning 
commitments in new prospects at North Negus, 
Chester Creek and Sawn Lake through an agreement 
with Alberta Eastern Gas whereby that company will 
take the risk of the first four wells. 


Rainbow Prospect 


With success in the first two wells, the Company 
has expanded its acreage holdings by the acquisition 
of a 50% interest in a second 6,400 acre drilling 
reservation and in a farmout of an eight section lease 
block. A three well program to validate the new drill- 
ing reservation and earn the lease block is underway. 
A 23,040 acre Crown Reserve Natural Gas Licence 
posted for sale on the eastern edge of the Company’s 
acreage is being evaluated by an outside party as well 
as by the Company and its partners. 


BASSET LAKE 
R4 R3 R.2 R.1 W6M 


Farmout to Canus for a Slave 
Point Test. Following Farmout, 
Unigas will have a 3314% in 


> 


D. R. purchased July 23/74, by 
other partners. Bonus $26.00/ 
acre. Well to be drilled within 
one year 


Fea UNIGAS WORKING INTEREST 100% 3#¢ GAS WELL 


4 ABANDONED 


© LOCATION 


Basset Lake Prospect 


While its concentration is on shallow gas reserves, 
the Company will obtain exposure to deeper targets. 
An example of this exposure is the Basset Lake 
prospect, wherein the Company’s 100% _ interest 
includes all formations. Operations by other parties 
will evaluate the deeper formations this winter with a 
deep test validating a July Drilling Reservation adja- 
cent to the Company’s acreage at the south end of 
the prospect and a deep test on Company acreage at 
the north end. This latter test will be on a 4,300 acre 
lease block in which the Company will retain a 
33%% interest in the deeper formations and a 100% 
working interest in the Bluesky Gething. After the 
well is drilled, the Company may exercise an option 
to purchase a 33% % working interest in two sections 
offsetting the farmout block. 


Crossroads Prospect 


The first well of a two well acreage earning pro- 
gram has been abandoned and the second is drilling. 
In addition to the Company program, this prospect 
will be substantially evaluated by the activity of 
other operators. One major company has purchased 
a P&NG Reservation directly offsetting the Com- 
pany’s lands and will be testing that acreage in the 
near future. It has also staked two locations on prop- 
erties adjoining the west border of the prospect. 


KEG RIVER 


R.5 R.4 R.3 


GH UNIGAS WORKING INTEREST 50% 
GG UNIGAS WORKING INTEREST 25% 


UNIGAS WORKING INTEREST 16.66% 
[7] UNIGAS WORKING INTEREST 15.625% 


Keg River Prospect 


The Keg River prospect has matured from an ex- 
ploratory venture to full development. With its part- 
ners, the Company has participated in the drilling, 
testing and completion of 25 gas wells, the construc- 
tion of a major road into the area, and the construc- 
tion of a gathering system and plant facilities. Under 
the terms of a sales contract signed with Alberta 
Southern, production of approximately 20 MMCF/D 
will commence in late summer at a price of 
approximately 65¢MCF. Extension of the production 
area to the north and west has led the Company to 
increase its interest from 6%% to 15.625% in 
171,680 acres, and to acquire a 33%% working 
interest in an additional six section farmout block. 


Projected economics for the Company’s portion of 
income from this field predict an annual cash flow of 
approximately $850,000. 
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North Negus Prospect 


In this new prospect, the Company holds a 100% 
interest in 4,640 acres of leases and the right and 
obligation to earn a 20% working interest in 31,356 
acres of P&NG Reservation. The risk for the earning 
well will be borne by Alberta Eastern Gas. Informa- 
tion from the well will assist the Company and its 
partners in submitting tenders on 22,174 acres of 
Crown land posted for sale in March. 


Pyramid Prospect 


The Company has increased its holdings by the 
acquisition of a 25% interest in a farmout and option 
covering 8,480 acres. Outside parties have acquired a 
Crown Reserve Natural Gas Licence covering 15,360 
acres of Crown corridor for a bonus of $110,482. As 
the amount of this bonus and the date of the licence 
suggest that a well will be drilled offsetting the 


farmout acreage, the farmor has consented to a post- 
ponement of the drilling obligation on the farmout 
block to the winter of 1975-1976. 


Meanwhile the Company and its partners have 
farmed out a 50% interest in seven sections at the 
south end of the prospect for a test of sufficient 
depth to evaluate the Mississippian Debolt as well as 
the shallower Bluesky Gething. 


Chester Creek-Sawn Lake Prospects 


On anew portion of the Bluesky Gething trend the 
Company has acquired farmouts and options on 
75,890 acres with exposure to 46,040 acres of posted 
Crown land. Alberta Eastern Gas will bear the risk of 
the first three earning wells in the two prospects. 
Existing abandonments indicate gas reserves similar 
to those in the Keg River-Rainbow areas. Other com- 
panies are showing interest in the area with a pur- 
chase in January of two P&NG Reservations in the 
Chester Creek area, and commitment to a multi-well 
farmout on 1,000,000 acres lying between Chester 
Creek and the Keg River area. 


Sylvan Glen Prospect 


Acreage in the Sylvan Glen prospect is divided be- 
tween many companies, and at this time, is insuffici- 
ently developed for unitization and joint participa- 
tion in processing and gathering facilities. To initiate 
production from the area, the Company has executed 
a gas sales contract with TransCanada Pipelines and 
advanced 50% of the cost of a plant and gathering 
system. This work is now complete and production is 
expected to commence at the end of February. In 
addition to its share of revenue from sale of its own 
gas, the Company will receive 50% of the processing 
fee charged on gas put through the plant by other 
companies. Upon unitization, the Company will 
relinquish some portion of its interest in the plant 
and receive reimbursement for a proportionate share 
of capital costs. 


During 1974, Universal and its partners have also 
drilled two development gas wells and two explora- 
tory discoveries — one four miles west and the 
second six miles east of the initial pool. The current 
program by the Company and its partners includes an 
offset to the latter discovery and two development 
wells. In addition, other operators are drilling at six 
locations adjacent to the Company’s holdings. 


Calling Lake Prospect 


The Company and its partners have drilled and 
completed a Detrital gas well on Crown Reserve 
Natural Gas Licence No. 264. This acreage, in which 
the Company holds a 40.66% working interest affords 
two other development locations which will be 
drilled next winter. TransCanada Pipelines expects to 
bring a market outlet into this area in 1976. Produc- 
tion from the Company’s working interest wells, and 
from those on its net royalty lands should be on 
production by July 1976. 


Wandering River Prospect 


The Company and its partners have a tentative 
sales contract for gas reserves from this prospect but 
first delivery will be delayed to July 1976. According- 
ly, the current program includes only those wells 
required to exercise options and maintain acreage. 
The operator for the Company and its partners, will 
construct a processing plant and gathering system 
next winter. 
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Other Areas 


The Company’s minor interest in the LOTTIE LAKE 
prospect is expected to form part of the Saddle Lake 
Unit with sale to Saskatchewan Power Corporation at 
an initial price of 73¢MCF. The on-delivery date 
should be November 1, 1975. 


Acreage in other prospects in this vicinity — ST. 
PAUL, OWLSEYE, ASHMONT, and WHITEFISH will 
be retained for evaluation by the increased industry 
activity expected after the Saddle Lake Unit goes on 
stream. 


The abandonments in which the Company has 
participated in 1974 include 7 abandonments in the 
WANDERING RIVER prospect, 1 in the SPURFIELD 
prospect, and 1 in the CROSSROADS prospect. In 
addition, abandonments were drilled by other parties 
on Company farmouts — 2 at the edge of KEG RIVER, 
2 at CROSSROADS and 1 at PYRAMID. 


Southern Alberta 
Tide Lake Prospect 


The Company’s gas reserves are under contract to 
TransCanada Pipelines at an initial price of 60¢/MCF 
subject to price redetermination on November 1, 
1975. Universal’s 100% working interest in 960 acres 
has resulted in a 2.991% participation in the Mono- 
gram Unit under the operation of Alberta Eastern 
Gas. The operator has completed the necessary de- 
velopment drilling, gathering system and the plant to 
the stage of installing the compressor. On-stream 
date for the unit will be March 1, 1975. 


Sedalia Prospect 


A plant nine miles east of the Company’s acreage 
with extra Capacity is on stream, and following a trial 
period, will accept production from the Company’s 
acreage. The Company and its partners expect to 
build a gathering system and a transmission line for 
production commencing in early summer. 


Medicine Hat Prospect 


The Medicine Hat Unit No. 1 immediately east of 
the Company’s acreage is expanding. The Company 
expects to join the unit and develop its leases for the 
taking of production by November 1, 1975. 
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Other Areas 


The Company expects to join its partner in the 
drilling of at least one well in the FORESTBURG 
prospect with the objective of combining with adja- 
cent acreage holders in transmitting the gas to a pro- 
cessing plant and market outlet some ten miles to the 
west. 


Production from the IRETON prospect may be 
delayed until additional reserves can be developed in 
the immediate vicinity. Gas from a single well may 
not justify the type of plant required to reach the gas 
purchaser's specifications. 


During 1974 the Company acquired minor posi- 
tions in smaller prospects at FORT SASKATCHEWAN, 
BASHAW, MEDICINE RIVER, THREE HILLS and 
VULCAN. Most of this acreage is of a speculative 
nature in areas where considerable industry activity 
is expected. 


The abandonments in which the Company has 
participated during 1974 were an earning well in the 
LOBSTICK prospect, an earning well at the east edge 
of FORESTBURG, three exploratory tests in the 
MANYBERRIES prospect and one re-entry in the 
IRETON prospect. 


Prospect 


Arctic Islands 
Ashmont 
Avon Hill 
Bashaw 
Basset Lake 
Bodo 
Byemore 
Calling Lake 
Chester Creek 
Crossroads 
Cynthia 
Dulwich 
Esther 
Forestburg 


Fort Saskatchewan 


lreton 

Keg River 
Lathom 
Lobstick 
Logan 

Lottie Lake 
Manyberries 
Medicine Hat 
Medicine River 
North Negus 
Owlseye 
Pyramid 
Rainbow 
Rochester 
Swan Lake 
Sedalia 
Spurfield 

St. Paul 
Sylvan Glen 
Three Hills 
Tide Lake 
Vulcan 
Whitefish 
Wandering River 


universal qas co.ltd. 


LAND INVENTORY 


Interest 


33.33 
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1333220 
6.25-45 
16.22 

65 

100 
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100 
25-375 
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18.75 
122523775 
100 
100/2.991(Unit) 
100 

100 
2.344-12.5 


Gross Acres 


158,839 
1,760 
1,680 

160 
30,880 
20,000 

1,120 


160 
960/43,200 
320 

3,530 
330,560 


USA ASS 


Net Acres 


52,945 
880 
416 
160 

30,880 
6,674 
140 
13,920 
7,509 
63,784 
493 
33 
1,920 
1,326 
320 
320 
39,000 
160 
6,300 
15,360 
750 
3,348 
560 

50 
14,400 
4617 
4,780 
6,560 
1,920 
5,952 
10,200 
640 
240 
4,907 
160 

960/1,292 
320 

3,520 
38,550 


345,306 
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Ud universal qas co.ltd. 
AND ITS WHOLLY-OWNED SUBSIDIARY 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1974 


(with 1973 figures for comparison) 


Assets 
1974 
CURRENT ASSETS: Feta 
Cash vie FS Poe As a ee ear eee $ 6,520 
Accounts receivable™ . i-2 27 e523 yy aio eo eee eee ne 111,665 
Prepaid expenses oi) i. ee ebm eee oie A ae ee ee 793 
Inventory of. casing and tubing == sale COs tyes ee ey oe = 
Total current assets 22 ye ee ote ee en 118,978 
PETROLEUM AND NATURAL GAS PROPERTIES (Notes 1 and 2) .. 2,003,545 
Less-accumulatéed depletion? 247 fe: sere ee eee ee 18,656 
Net petroleum and natural gas properties ............ 1,984 889 
PROPERTY AND EQUIPMENTs(NOtes3 ) ire orci neater ree 424,015 
Less accumulated depreciation and amortization ............. 3,930 
Net: property and equipment. 2 ore 5 ee ors cera 420,085 
OTHER ASSETS — at cost: 
Organization ‘expenses ict) whe ex. acre Ree ees cea TFAQ 
Drilling and reservation: deposits, 2.3. shennan ie ey ee AO S75 
Totalother assets) cm, fa ape ee oe ae Ore ne 27 ,094 
TOTALS ve ei se ae ee ee a ea $2,551,046 
Liabilities and Shareholders’ Equity 
1974 
CURRENT LIABILITIES: iro 
Bank indebtedness — secured by general 
assignment of book’ debts.) Wsiiae cae Gehan ia teen eee ee $ 177,034 
Accounts:payables gcc ee, a ee ee 553,749 
Totalcurrent:talbillites 2) gay hea keel ates oe ee 730,783 
SHAREHOLDERS’ EQUITY: 
Capital stock (Notes 4 and 5): 
Authorized: 
3,500,000 shares of no par value, maximum 
consideration of $7,500,000 
Issued and fully paid: 
1,828, 030:shares:(1973:—-1. 452, 530'shares nem 3 eee 2,163,045 
Deficit ig ik rh OE ein PA ee Sr eee ee 342,782 
Net:shareholders’ equity. ic ice ee ae ee 1,820,263 
Aifecec) Director 
APPROVED BY THE BOARD: pf ee 
DBS is eee Director 
en 
TOTALS ee a i ee tee ee een $2,551,046 


The accompanying notes are an integral part of the consolidated financial statements. 


1973 


$28 97-015 
138,351 
2,105 
4851 


152,322 
897,674 
11,582 
886,092 
61,236 
1,812 
59,424 


7719 
27 OL0 


35,594 
$1,333,432 


1973 


$ 125,664 
90,589 


216,253 


1,062,795 
165,616 


917,179 


$1,133,432 


UQ universal qas co.ltd. 
AND ITS WHOLLY-OWNED SUBSIDIARY 


CONSOLIDATED STATEMENT OF LOSS 
FOR THE YEAR ENDED DECEMBER 31, 1974 
(with 1973 figures for comparison) 


1974 

INCOME: canes 
BLOGUCtIGIMUCV CU Creme ts urn ant eee Gale re i hain as | N $ 11,635 
iver smanOpmiscellaneQusgarasse sla, otc Oe ne ete Doe 30,539 
eta MING Oly Cae ere Teme ey ere Se) by ON 42,174 

EXPENSES: 

Feuer cieauaceadimimMisiadVeLe wager mre Al et 119,278 
HORSES Ss atic 2 oy atleast ea 20,791 
Depreciation, depletion and amortization .................... aoe 
HOTT ORC OTTO ot Sete oe oh lec can a A 149 261 
IVER GS omen UCR NIN Gemtemariem ee Nees Je et ek $107 ,087 
EOS aimieimo ig cls NOC IO) mmeirnce ute Sea. RE ek ess AR Le .06¢ 


CONSOLIDATED STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1974 
(with 1973 figures for comparison) 


1974 
FROM OPERATIONS: are 
Ba aileemuperiinneomtne year mene we det 8 oy cre ted boo $105,616 
NIGIC OSS OPACITY? cy iy Sak em 107 ,087 
Dal aiceia@e nero linen calmimonnr ee Mra ly Sepa e Were es Gia oe kw wd 212,703 
FROM SALE OF SHARES: 
Dancer qUestiningOmtnesyCalmmere w28 foe oleate ol ce 60,000 
Commissions and expenses of issue on sale of shares ........... 70,079 
palanleeetmencd Oluie Veal ami ms ds oases. ab. d eee ns 130,079 
Leica eit oy lao tat ay eA Rema ae Neth ae aris makes ot ocd ea $342,782 


1973 


$11,881 
4,520 


16,401 


1973 


$ 47,512 
58,104 


105,616 


60,000 


60,000 


$165,616 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1974 
(with 1973 figures for comparison) 


1974 
SOURCE OF FUNDS: Pare 
RETIMGt OMROMCC OO SICStMM Me attr, AIRES RS de eh ea os $ 8,500 
BiIOGCedSOnaGiSOOSaAl OL PrODEKlieS wwe ac wecne eb 4 Ssy>, che ode ee Ses _ 
Sale of shares, net of commissions and expenses of issue ....... EOIG474 
MOT ala GCssrOCCIN CG Maccarone ocnenath tein ete anh anv dere 1,018,671 
APPLICATION OF FUNDS: 
Pemcisraly ol eCgOcODCLAUONSs eh Acta tA Wile tao sitar herein ain ees 97,895 
NGOUIst LOMmmOls DLODELUICS were tae etc etee ye ob nha > Sty. sre teks s 1,105,871 
NOCHG UOMO PCC UNDINGN Cele mote pro tt tar idin OR ge) Biko cscs as; coy es 362,779 
Pr OCMC SELON OSI. Saeren tr aan et mete Ree ae Bee Int are haat Ss Ay — 
POTN Sta DDI eG meer nt Mamas eRe ee Ns rhs, Fic ytebas fae 1,566,545 
DEGREASERNIWORKING CAPITA EFORSIHE YEAR® 22 o. 64. os ©. (547,874) 
(DEFICIENCY) WORKING CAPITAL AT BEGINNING OF THE YEAR . (63,931) 


WORKING CAL LAL DEFIGIENGY ATZEND: OF DHE YEAR: .. 0.5.08). $ (611,805) 


The accompanying notes are an integral part of the consolidated financial statements. 


1973 


$ aie 
75,000 
SU AE) 


647,795 


44,793 
771,252 
51,620 
17,875 


885,540 
(237,745) 


173,814 


$ (63,931) 
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Ud universal qas co.ltd. 
AND ITS WHOLLY-OWNED SUBSIDIARY 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


DECEMBER 31, 1974 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 


(a) The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiary, Universal 
Explorations Ltd. 

(b) The Company uses the full cost method of accounting for oil and gas operations wherein all costs related to the exploration for 
and development of oil and gas reserves are capitalized. Such costs include lease acquisition costs, geological and geophysical 
expenditures, lease rentals on undeveloped properties, costs of drilling both productive and non-productive wells, and all 
technical and administrative overhead directly associated with exploration and development. Proceeds received from disposal 
of properties are credited against accumulated costs. Depletion of the net costs, and depreciation of production equipment is 
provided for by the composite unit-of-production method based on estimated proven reserves of oil and gas. 


PETROLEUM AND NATURAL GAS PROPERTIES: 


1974 1973 
Producing Sy MA OE PN AN cD de Mek 4 Mae EIN!) clits MOE oli, Fe, $1,329,025 $551,302 
Non-producing ........ Se Cee ne EL EA Ce DPE LET emo ela bree een gah e de 674,520 346,372 
2,003,545 897,674 
Lesssaccumulated*depletionne 2. ecient] Remain eae ena eae 18,656 11,582 
$1,984,889 $886,092 
3. PROPERTY AND EQUIPMENT: 
1974 1973 
ProduCtion’EQuipmeitiy tet si2 7 Gee eye sortie eepeee tied Recpae bebe oD ene Ryne, we Este eet Hy Eon a eg ec ra $ 58,432 $56,792 
Gas plant PR AERA elena ASC oe Ra ie adie, nS Aa ee hn aM SC Ad Re de 360,460 _ 
Office Eathipment) ase esa ee es ae eS RR Sea Rica ts oben 2 te a eo oe 2,593 1,914 
Leasehold improvements = 2 Ai ceR Ay. celeste ae ea eee a ata ee 2,530 2,530 
424,015 61,236 
Pesssaccumulatedideprectation ama. aim Ortiz © limes en aren 3,930 1,812 
$420,085 $59,424 


Production equipment is amortized on a unit-of-production basis, office equipment is depreciated on the diminishing-balance 
method at the rate of 20% and leasehold improvements are amortized over the term of the lease. 


CAPITAL STOCK: 


During the year 375,500 common shares were issued for a cash consideration of $1,010,171 after payment of underwriting 
commissions and expenses of issue of $70,079. 


Shares Amount 
Balance at beginning ofthe yeanesea.. sacceee 0 bteln. etre ccm ry errant neat ate rr 1,452,530 $1,082,795 
Share options exercised fy sy leo w ee re a atcws cates een aetoek Me eee gece coe gee atte a ea 25,500 12,750 
Sales-for Cash aie ie tee ea cee ee ete os eo © a i tee a 350,000 1,067,500 
Balance. at‘end.of- the*yeat, a: nots Ste ours hee eee oer an Ri in tk ee oe 1,828,030 $2,163,045 


OPTIONS TO PURCHASE CAPITAL STOCK: 


The Company has granted options to purchase common shares to certain directors exercisable at $.50 per share on or before January 
1, 1975. During the year 25,500 shares were issued on exercise of the options and 25,500 remain outstanding at December 31, 1974. 
These were exercised on January 1, 1975. 


INCOME TAXES: 


For income tax purposes the Company is entitled to claim capital cost allowance and drilling and exploration costs in excess of the 
related depreciation and depletion provisions charged against income. At December 31, 1974 the Company has exploration and 
development expenses for tax purposes of approximately $2,190,000 which may be carried forward and applied on various bases 
against future taxable incomes. The income tax reductions arising from such applications will be recorded when the expenses are 
utilized. 


REMUNERATION OF DIRECTORS AND OFFICERS: 
The total remuneration paid or payable by the Companies to directors and senior officers for the year was $32,975 (1973-$32,691). 


LOSS PER SHARE: 


Loss per share is calculated using the weighted average number of shares outstanding during the respective years. Fully diluted 
earnings per share are not presented as there would be no material change. 


AUDITOR'S REPORT 


To the Shareholders of 
Universal Gas Co. Ltd.: 


We have examined the consolidated balance sheet of Universal Gas Co. Ltd. as at December 
31, 1974 and the consolidated statements of loss, deficit and changes in financial position for the 
year then ended. Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered necessary in the 
circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of 
the Companies as at December 31, 1974 and the results of their operations and the changes in 
their financial position for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


DELOITTE, HASKINS & SELLS 
Chartered Accountants 
Calgary, Alberta 
January 28, 1975 


Ud universal qas co.ltd. 
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INCORPORATED UNDER THE LAWS OF ALBERTA 


CAPITALIZATION 


DIRECTORS 


OFFICERS 


TRANSFER AGENT AND REGISTRAR 


BANKERS 


SOLICITORS 


REGISTERED OFFICE 


Authorized — 3,500,000 
No Par Value 
Issued Capital — 1,853,530 


JOSEPH A. MERCIER 
DONALD J. BUCHANAN 
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JOSEPH A. MERCIER 

President 

DONALD J. BUCHANAN 
Secretary-Treasurer 

RICHARD A.N. BONNYCASTLE 
Vice-President 


National Trust Company Limited 
300, 330-9th Ave. S.W. 
Calgary, Alberta T2P 1K7 


The Toronto-Dominion Bank 
Two Calgary Place 
Calgary, Alberta 


Lavallee & Buchanan 
10234 - 124th Street 
Edmonton, Alberta 


10234 - 124th Street 
Edmonton, Alberta 


Officers and Directors of the Company 


J. A. MERCIER, President 
Vice President 


Your Company’s most active year to date has 
included an increase in drilling activity, 
completion of five gas plants, commencements of 
four others and a substantial acreage addition to 
its Alberta prospects. The drilling program has 
supplied development wells now on production, 
increased the Company’s proven and probable 
gas reserves, and established the Company’s 
position in new prospects. 


The Company is now producing natural gas from 
five prospects and is receiving revenue on a 
take-or-pay basis from another. It is currently 
participating in the construction of four 
additional compression facilities and, before year 
end, will probably join in the construction of 


R. A. N. BONNYCASTLE, 


D. J. BUCHANAN, Secretary-Treasurer 


President's Report to the Shareholders 


__ 


another half dozen, as well as tieing-in to 
production through the facilities of others, 
several smaller prospects. 


While the Company’s concentration has 
continued to be the search and development of 
shallow gas reserves, it has taken the opportunity 
to establish a position in one foothills prospect at 
Brazeau River and a large scale multiple zone 
prospect at Twin River. In comparison to the 
Company’s usual prospects, these two hold higher 
potential and carry higher risk and capital 
requirements. In the shallow gas category, the 
Company has also acquired high risk, high 
potential prospects at Winefred in Northeast 
Alberta and at Red Deer, and in lower risk 


prospects at Meanook, Boyle, Kennedy Creek and 
Judy Creek. 


Your Directors are pleased with the results of the 
past year’s program and anticipate continuing 
success and expansion in 1976. The activity 
involved perpetuates the Company’s single 
perenial problem - financing. To date the 
Company has met its obligations partly through 
an increase in bank borrowings, partly out of 
production revenue and partly through the sale of 
the Company’s portion of the Keg River plant and 
gathering facilities to its Vice-President, Mr. 
R.A.N. Bonnycastle. This mutually advantageous 
sale has repaid in part the Company’s obligation 
to Mr. Bonnycastle whose personal guarantee in 
the pre-production stage has made possible the 
Company’s bank loans. The proceeds from this 
sale have covered the Company’s share of costs in 
constructing plants at Sedalia and Wandering 
River, and of new acquisitions at Judy Creek and 
Twin River. Under the terms of the Bonnycastle 
agreement Universal is entitled to process all of 
its gas from the Keg River field on a priority basis, 
with processing fees calculated in accordance 
with industry practice. 


To conduct the optimistic program outlined to you 
in the Exploration and Development section of this 
report, your Company will need additional 
financing. Your Directors also intend to continue 
the acquisition of acreage on a regular basis and 
to consider payment of a dividend at the end of 
1976. We have negotiations underway for the 
financing and have commissioned an updating of 
the evaluation of the Company’s assets, projected 
cash flows and present worth and we will be able 
to report in more detail at the Annual Meeting. 


In addition to the efficient services of our two 
secretaries, the Company now enjoys the full-time 
efforts of Mr. D.H. Lavoie, a disciplined geologist 
of extensive experience in the natural resources 


field. 


Being President of your Company continues to be 
an interesting and pleasurable challenge. I take 
this opportunity to thank you, the shareholders, 
for your continuing interest and for the privilege 


of serving you, and acknowledge as well, the 
dedication of our staff and unwavering support of 
my fellow directors. 


Your Company’s Annual Meeting is scheduled for 
12:00 o’clock, April 6, 1976 at the Holiday Inn, 
Eighth Avenue S.W., Calgary, Alberta. 


Yours truly, 


UNIVERSAL GAS GO. LID. 


CE L ae ee 


J.A. Mercier, President 


— 


Exploration and Development Review 


EXPLORATORY DRILLING 

The Company carried out much of its exploratory 
activity in Northwest Alberta through a 
participation agreement with two other com-- 
panies. That agreement. produced six wells 
drilled without risk to Universal and three 
joint-interest wells. Five of the wells appear to 
have natural gas in commercial quantities and 
are presently being stimulated and completed. 
The abandonments were drilled under farmouts 
at Basset Lake, Crossroads, Two Jack and under 
a joint venture at Naylor Hills. The single 
abandonment at Basset Lake has little effect on 
the overall prospect and must be pursued with 
additional work. That at Two Jack, however, 
encountered no potential reservoir and in our 
view, substantially negates the prospect. 


The Company abandoned its recent well at 
Pyramid, and one on Natural Gas Licence No. 315 
lying north of the Keg River pool. The results in 
the Pyramid well and a subsequent geological 
review indicate the need for at least one more 
well. Farmors will continue the evaluation of 
Natural Gas Licence No. 315. 


CHESTER CREEK 


1957 DST 
1.2 MMCF/D 


4 WorKING INTEREST 40% 
[2] WORKING INTEREST 20% 


D. LAVOIE, Geologist 


At Wandering River the Company participated in 
7 exploratory successes which have substantially 
extended the producing area to the southwest 
and northeast. 


By drilling a Belly River abandonment, your 
Company has earned an interest in 15,068 acres 
in the Red Deer prospect. The major portion of 
this acreage lies up-dip from the abandonment 
and holds substantial promise of gas production. 


EXPLORATORY 
WELLS DRILLED BY 
COMPANY & PARTNERS 


EXPLORATORY 
WELLS DRILLED BY 
FARMEES & OPTIONEES 


Basset Lake is 
Chester Creek > 
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Keg River + + 
Keg River Post % 
Naylor Hills omnes es 
North Negus ey 

Pyramid + 

Rainbow ete 

Red Deer + 

Two Jack e 
Wandering River ### +H + 
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# Natural Gas Discovery 


DEVELOPMENT DRILLING 

Development drilling since January 1975 has 
provided 14 new gas wells in the Keg River 
prospect which now contains a total of 37 gas 
wells, 19 of which are tied in and on production. 
During the same period the Company joined in 11 
successes and 2 abandonments in the Wandering 
River prospect for a total of 45 producers and 13 
dry holes in the prospect. The sixth and seventh 
development gas wells in the Rainbow prospect 
fulfilled all earning provisions under the Gulf 
farmout agreement and converted to lease, both 
of the Natural Gas Licences. 


In Southern Alberta the successes include one 
infill producer at Sedalia, two extensions at 
Sylvan Glen and two at Medicine Hat. One direct 
offset at Forestburg failed to encounter 
productive reservoir above the water table, 
seriously curtailing the width of the producing 
area and possibly reducing the Company’s 
interest to one or two spacing units. 


With Jasper Oils Ltd. and Mr. R.A.N. Bonnycastle 
as working interest partners, Universal accepted 


JUDY; CREEK 


R10W5 R9W5 


AL JUDY 
15 


- 


§RBB WORKING INTEREST 30% 


a last minute farmout on expiring leases in the 
Judy Creek area. While not a large prospect, the 
encouraging results have led to a gas purchase 
contract and application for a permit to build 
compression and transmission facilities. Both the 
leases acquired in the farmout have been 
extended beyond the expiry date and locations for 
two additional prospective producers have been 
established. 


The Company’s Cynthia Leases are unitized and 
producing under a secondary recovery program 
completed in 1975. 


LAND ACQUISITION 

The Company and its partners have dropped one 
of the four Arctic Islands Permits and will retain 
the balance only so long as maintenance costs are 
nominal. As our group anticipates performing no 
exploratory work on the Permits, only significant 
development by outside parties is likely to 
enhance the acreage beyond its present 
speculative category. 


In terms of potential, the Company’s most 
significant acquisition has been P&NG Reser-- 
vation No. 2698 at Brazeau River. Within months 
of this acquisition, the entire foothills trend has 
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experienced an increase in activity and 
significant escalation of land prices. 


Completion of an exploration agreement over the 
entire area of the McIntyre Ranch in the Twin 
River prospect and successful tenders for two 
P&NG Permits at recent Crown sales have 
provided the company with a substantial position 
in an area prospective for gas in shallow 
horizons, and for gas and oil in medium depth 
reservoirs. The agricultural sidelines of all three 
Universal Directors provided some confidence to 
the principals of the McIntyre property, who for 
some time, have refrained from leasing the 
property in deference to the protection of its 
surface. Their concerns for that protection, will 
require an unusually careful operation by the 
Company and its partners. 


Discoveries on the 97,000 acre McIntyre Ranch 
should lead to expansion of the prospect to 
adjacent areas in northern Montana and in 
Canada. 


Through participation at Crown Sales the 
Company has acquired P&NG Permits, Licences 
and Leases in areas of indicated probable gas 
reserves at Boyle, Meanook, Rainbow and Naylor 
Hills, and wildcat parcels at Basset Lake and 
Crossroads. 


RECENT LAND ACQUISITIONS 


PROSPECT GROSS ACRES NET ACRES 
Basset Lake 15,360 7,680 
Boyle 1,280 426 
Brazeau River 10,880 5,440 
Crossroads 20,000 5,600 
Judy Creek 2,080 624 
Meanook 8,960 3,360 
Naylor Hills 16,160 4,524 
Red Deer 15,068 Bai al 
Three Hills 2,080 408 
Twin River 126,520 61,610 
Others 6,720 2,029 
Total 225,108 96,974 


SUSAN NICHOLL, Reception and Secretary 


PLANT CONSTRUCTION 

The Company, on behalf of itself Conquest Oil & 
Mining Ltd., Rudale Resources Ltd., and H. 
Douglas Hunter & Associates Ltd. has recently 
constructed and placed on stream, a 5 MMCF/D 
compression and dehydration facility at Sedalia. 
Colt Engineering Corp. of Calgary served as 
designer and contractor for the plant, the 
gathering system for three wells and the tie in to 
an eighteen mile transmission line owned by 
Ocelot Industries Ltd. An agreement with Ocelot 
provides economies through the sharing of the 
transmission line, road building and maintenance 
and daily operating costs. 

The Company’s Tide Lake Leases are now part of 
the Monogram Unit which has been fully 
developed in the Second White Specks and 
Medicine Hat Sands and is producing at full 


capacity. 
wail 


At Keg River, the operator has met its timing and 
cost schedules in the construction of the 
compression and gathering facility. First sale of 
gas did not occur until February 27th, 1976, due 
to the unsatisfactory condition of Alberta Gas 
Trunk’s sales line and the lack of dispatch in the 
necessary repairs. 


To compress gas from Lottie Lake, the Company 
and its partners have purchased adequate plant 
capacity in a nearby facility and tied in to that 
facility last November. Under the terms of the gas 
purchase contract, the Saskatchewan Power 
Corporation is making prepayments until such 
time as it can actually take production from the 
prospect. 


While pleased with the performance of the Sylvan 
Glen gas facility and gas wells, your management 
is dissatisfied with the conduct of the operator 
and its apportioning of the revenue. To protect its 
interest and that of its partners, the Company has 
initiated legal action. Until the dispute is settled, 
all revenue from the plant will be deposited in an 
interest bearing account. 


Compressor in place, Sedalia Gas Plant 


JULEE LENZIN, Secretary-Accounting 


CURRENT AND FUTURE EXPLORATION AND 
DEVELOPMENT 

With its partners, the Company is engaged in a 
geophysical review of the Twin River prospect. 
This study supplements geological work which 
has been the basis for selection of the location for 
the first of a five well program. Drilling control on 
the prospect is sparse with much of it contributed 
by old cable tool holes drilled more than thirty 
years ago. Shows of oil and gas, however, are 
significant as are the leads from productive fields 
immediately south of the U.S. - Canadian border. 


The Brazeau River play is an entry into a game of 
higher stakes. While costs will be substantially 
higher, the prospect can be productive in at least 
three zones, two of which are relatively low risk. 
For 1976 the Company is weighing the advantages 
of a farmout of the prospect against development 
through its own investment. The reserves 
potential, the market pipeline crossing the 
prospect and bail out possibilities in shallower 
horizons presently favour Company development. 


Universal holds a 30 percent working interest in 
the Judy Creek prospect and as operator, has 
obtained a contract for the sale of gas from its 
discovery and made application for a permit to 
construct a gas processing facility. With 
satisfactory approval, the prospect should be on 
stream by July and provide a significant cash flow 
for the Company and its partners. 
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BRAZEAU RIVER 


Boyle, Meanook and Owlseye are similarly low 
risk prospects. The Meanook P&NG Permit, is 
offset by three recently completed gas wells, lies 
five miles from the path of the projected Alberta 
Gas Trunk Line, and contains some proven 
reserves in a shallow horizon and reasonable 
possibilities in a second horizon. Subject to the 
completion of financing arrangements, the 
Company expects to drill at least three wells on 
this prospect and to construct the necessary 
facilities for production in November. 


Through current negotiations, Universal and its 
partners expect to join other parties in drilling 
two wells and constructing a compression plant 
in the Boyle prospect. The market will be 
provided by an Alberta Gas Trunk sales line 
projected to cross the leases in 1976. 


Subject to market availability, the Company also 
expects to develop saleable gas reserves and 
marketing facilities at Fort Saskatchewan, 
Owlseye and Calling Lake. 


Smaller one or two well prospects will also be 
developed in 1976 but in most cases will be tied 


into existing facilities owned by other parties. 
Prospects from which our gas will be processed 
by others and on stream in 1976 include Medicine 
Hat with two wells, Bashaw with one, Forestburg 
with its existing well and Ireton. Tie in of the 
latter was expected by this date but the 
composition of the gas has repeatedly presented 
difficulties - first a trace of water, then a dew 
point problem due to condensates and finally a 
trace of sulphur. With that combination a 
self-owned plant appears to be uneconomical. 
Our partner and operator is currently negotiating 
to tie-in the well through nearby plants. 


Three prospects which have been on the books of 
the Company since its inception have matured 
through the activity of other parties. As in the 
case of the Whitefish prospect, Owlseye now has 
an available market and adequate peripheral 
drilling to indicate proven reserves. It is the 
Company’s intention to join its partner in drilling 
and development this year. Proven reserves in a 
thin pay section of the Viking formation will lead 
to the development of the Whitefish prospect in 
1976. The Company has improved its position by 
the acquisition of a one section lease at a 
February Crown sale and will test both the Viking 
and the Lower Cretaceous with the first well this 
summer. 


Outside drilling has also surrounded and 
enhanced the Logan prospect. It comprises P&NG 
Reservation No. 2236 owned 100 percent by 
Universal and held to this date at nominal 
expense. To protect the acreage and test its 
potential, the Company will drill on the 
Reservation at freeze-up. 


As an entry into British Columbia, the Company is 
participating in a Slave Point test in the Clarke 
Lake prospect. The prospect has relatively high 
risk but possibilities of significant gas production 
in three horizons and immediate market 
connections. 


Universal intends to develop by farmout, 
properties at Crossroads, Manyberries, Lobstick, 
Vulcan, and Ashmont and to retain by payment of 
rentals smaller prospects such as Lathom, St. 
Paul and Esther which are likely to be enhanced 
by the activity of other parties. 
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Areas of Operations in Alberta 
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Company Working Interest 
Gross Acres 
Net Acres 


25-50%o 
40,960 
Gross Acres 
Net Acres 


50-100°%o 
: 46,240 
: 35,680 


25-50%o 
Company Working Interest : 


Gross Acres 


Company Working Interest 
Net Acres 


Gross Acres 
Net Acres 


BASSETT LAKE 
Company Working Interest 


Gross Acres 


Net Acres 
Company Working Interest 


Gross Acres 
Net Acres 
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Top Left: 
Testing on Negus Prospect 


Top Right: 
Drilling at Chester Creek 


Bottom Left: 
Installation of Gathering System at Sedalia 


Bottom Right: 
Road clearing to the Chester Creek Project 


Opposite: 
Drilling on Rainbow Prospect 
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universal qas co.ltd. 


AND ITS WHOLLY - OWNED SUBSIDIARY 


Consolidated Balance Sheet as at December 31, 1975 


— 


ASSETS 
CURRENT ASSETS: 

GAS I eee arate aoe SN et ae OR Se Re ea Oe meee en con ee 
Accountssreceva blew wscea ok ue ree nen ee ae ; 
BOVAN COS SSE caters eo foie Mee a ce eRe tat pce ee enh C 
PPePaics @XPEMSES aa hetero ae ee ete oe eee ce eee cee Cee wre 
Inventory of-casing and tubing: aticostmsaea er ann ee 


Totalscurrent;assets oye. ee te eee ie ee 
PETROLEUM AND NATURAL GAS PROPERTIES (Notes 1 and 2) ... 
Less accumulated: depletion arate oer eet re ee 
Net petroleum and natural gas properties ........... 
PROPERT AND ZQUIPMENT: (NOCG33 3 re ree eee 
Less accumulated depreciation and amortization ............. 
Netsproperty, andeequipmient sie ear eer 

OTHER ASSETS - at cost: 
Organizationcexpenses vec cae antes Ae taer haeet parents eget = eee 
Drillingevandireservationideposits et ee eee 


‘Totalsothertassets#.2 2 Cre er ee ee ee 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


CURRENT LIABILITIES: 
Bank indebtedness - secured by general 
assignment of book debts and petroleum 
alld maturalsgas Droperiics wean nee ate eee ee eee 
Accounts, pavablend, sas ce cynaceten tes. eee reer ene eit reemene cr oere 


otal Current Habilitiess 9. eee ee ee 
SHAREHOLDERS’ EQUITY: 
Capital stock (Notes 4 and 5): 


Authorized: 
3,500,000 shares of no par value, maximum 
consideration of $7,500,000 
Issued and fully paid: 
1,6537530 sharesi(1974 11,826,030 shares) ao eaeeeee ee 
Deficit eter ees a ane crn nae see 


Netishareholders .equitys.s5 osc Ge ee ee 


APPROVED BY THE BOARD: pMfecec) Direcie 


OE Director 


The accompanying notes 
are an integral part of the consolidated financial statements 


TOT AT eas terers oo React netsh eter Che ia ayers ee 


1975 


396,680 
234,259 
467 
4,109 


635,515 
3.1 Ofa/ 33 
43,988 
3,723,745 
1,186,962 
12,147 
174,815 


7,419 
Hae eI 


31,250 
$9,000,320 


$3,179,474 
965,316 


3,744,790 


21/057 99 
355,260 


1,820,535 


$5,565,325 


Mitre rewemres| 


1974 


$ 6,520 
111,665 


793 


118,978 


2,003,545 
18,656 
1,984,889 
424,015 
3,930 

~- 420,085 


PAS 
195375 


27,094 
$2,551,046 


$ 177,034 
903,/49 


730,783 


2,163,045 
342,782 


1,820,263 


$2,551,046 


Universal qas co.ltd. 


AND ITS WHOLLY - OWNED SUBSIDIARY 


Consolidated Statement of Loss 
FOR THE YEAR ENDED DECEMBER 31, 1975 


— 


1975 1974 
INCOME: 
BLOG UWeUOl ele Ven Ue meer Vance nae cera we eis eM owe at glee ee een $184,263 Sel G35 
interes tcncemieCell ancOuSma aces ane eine eee ae ane 15135 30,539 
TROUPE qhtlere) otVOMhe eg a ere geen ag ae ht Ain rae RR Ree Re 185,398 42,174 
EXPENSES: 
Gino nied nCvea Clin StPa tl Ve sun taeis. ¢ tie cot ete ciaet ones sate ae eee ae 134,683 119,278 
TD Ue 2 UME ge AS os rl Gat ne Sanne PE Ne ie ME RI 190,486 20,791 
Nepreciavonscepietion and amortization= ae san See ee 35,084 9,192 
Rota T EEX DCTISES sme htate oo crmtectmtn nas Sia tars Mace eoten ec ent Amy ene 360,253 149,261 
Neer O> spb enOREO. HER UNGOME a. eeneetccse ma ey iene a et caer 174,855 107,087 
OTHER INCOME: 

Gaummonsica |GcOweOgSt aCilit Vamweeenek ciel ek waar sac eee eMac ie ie a 146,534 S 
NigietO oofBEPOREEINGOM He lA ES ie caare cele ey ote beeen 28,321 107,087 
Bee Vis lON Et ORSPROMINGIAL: REBAM Heaonte tece nee ice eae a 15,843 - 
INO Sour ORe lH iay rN Rowe airs ae te tetas ane arden iment cuehe tees ees $ 12,478 $107,087 
PO SOME RES CLAR He (UN OtE%R) Meeetae. oe Stitt, aces cheese ore oie es nes $ O01 $ .06 

Consolidated Statement of Deficit 
FOR THE YEAR ENDED DECEMBER 31, 1975 
1975 1974 
FROM OPERATIONS: 
Balance aAupecinuminge Of [Nes Vear eee. oo vere miei or eine urement er $212,703 $105,616 
ING IMlOSGELGELtNOSVEA Pete set vita, cerns Systane ites a+ or ounk mela Sites nee 12,478 107,087 
patancerd MenUsorsthe: Gar cu: minusm sc net cameron ochre phates Uoneltalet one 225,181 212,703 
FROM SALE OF SHARES: 
Balance at beginning ol the year mw... ....s5 066s aslo s ee oes 130,079 60,000 
Commissions and expenses of issue on sale of shares ............. aa . - 70,079 
Balanceratendsat (he Year erga. 5c aye «anes eters oie oe mesraeee oir ote eerste me 130,079 130,079 
MO EG ile Nelo) ©) Feed El Hie Y EA Re teen pein chy o ceetes be as teacioter lations Wir oe pside1 cm t0 $342,782 


The accompanying notes 
are an integral part of the consolidated financial statements 


$355,260 


universal qas co.ltd. 


AND ITS WHOLLY - OWNED SUBSIDIARY 


Consolidated Statement of Changes in Financial Position 
FOR THE YEAR ENDED DECEMBER 31, 1975 


L ae | 


1975 1974 
SOURCE OF FUNDS: 
Reduction-ol deposits 4.07. oe ee ee ee $ - $ 8,500 
Proceeds on disposaliof cas facility mae wet ee eee 1,200,000 - 
Sale of shares, net of commissions and expenses of 
VSS ode feet he La. Sa ede See REE MP omens Ce See ee {22700 LOLOW ss 
Total: funds received; set nee ee eee eee 152125750 1,018,671 
APPLICATION OF FUNDS: 
Netlosstormthe: yearn 50 eee sett Wien ieee ee eres 12,478 107,087 
Items not requiring an outlay of funds: 
Depreciation: arcs. tic 0 titre a enter ran eae eh coer eee a (35,084) (9,192) 
CGainvonsalerol gas: facility wae cutee earctanenn ince een ae 146,534 - 

J otal funds appledio:operations - mere ee 123,928 97,895 
Acquisition: of properticsmareyate)..- 7 ee nae ae eae tere 1,764,188 1,105,871 
ACQUISILION Of eG UIpMent seta ce ne a oe ee nee 1,817,948 362,779 
Additions:to-depositSa ws stosc er ee ee en eee ne 4,156 - 

Totaltfunds applied weet, oe ee eee 3,710,220 1,566,545 

DEGREASE. IN WORKING GAPITAL FORTHE YEARS. ysee se ee 2,497,470 547,874 
WORKING CAPITAL DEFICIENCY AT BEGINNING OF THE YEAR .. 611,805 63,931 
WORKING CAPITAL DEFICIENCY AT END OF THE YEAR ......... $3,109,275 $ 611,805 


The accompaning notes 
are an integral part of the consolidated financial statements 


universal qas co.ltd. 


AND ITS WHOLLY - OWNED SUBSIDIARY 


Notes to the Consolidated Financial Statements 
DECEMBER 31, 1975 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 


(a) The consolidated financial statements include the accounts of the company and its wholly-owned subsidiary, 
Universal Explorations Ltd., which is inactive. 


(b) The company uses the full cost method of accounting for oil and gas operations wherein all costs related to the 
exploration for and development of oil and gas reserves are capitalized. Such costs include lease acquisition costs, 
geological and geophysical expenditures, lease rentals on undeveloped properties, costs of drilling both productive 
and non-productive wells, and all technical and administrative overhead directly associated with exploration and 
development. Proceeds received from disposal of properties are credited against accumulated costs. Depletion of 
the net costs, and depreciation of production equipment is provided for by the composite unit-of-production method 
based on estimated proven reserves of oil and gas. 


2. PETROLEUM AND NATURAL GAS PROPERTIES: 


1975 1974 
DEVELO De C meagan Nery te oma hie ace area parr al, lat ea, We ohree Sw aa Wd Ae $2,735,431 $1,329,025 
Windeve lope dicen. mre itice carne nee ert tn nner Say We rh ne aE dh wR eeN a 1,032,302 674,520 
Sind OVA ci/ske! 2,003,545 
escracgumulatedudep | etionaae ai etere Enercon Re ae Re ene ets eee 43,988 18.656 
$3,723,745 $1,984,889 

3. PROPERTY AND EQUIPMENT: 

1975 1974 
ProchichonvequipMentperaca weer mca ete nme riers emeedn ence teem An eeonraGe hee aeons $ 148,446 $ 58,432 
(GG GENE MOLE "sg. 8-coe win, PR eee taea cmt aneaite retin schemas Gre sede e Cn pan Crm mec Ceccr ales a 1,029,832 360,460 
(Ge ever LaHUNONeeNONe Gem csks to cae Ord aoa ee Acoso ous e tem ae caked to eer ene VON cee eee 4,203 2,593 
ikeaseholdmmprovementstemerrmaen erste ane er Ce ete rarer ee reigtrarm emia eeeaere 4,481 2,530 
1,186,962 424,015 
Messiaceumulatedidepre cianonrandiamOctiza tlOn eet annie iii rine 12,147 3,930 


$1,174,815 $ 420,085 


Production equipment is amortized on a unit-of-production basis, office equipment is depreciated on the diminishing-balance 
method at the rate of 20% and leasehold improvements are amortized over the term of the lease. 


4. CAPITAL STOCK: 
During the year 25,500 common shares were issued on exercise of stock options for a cash consideration of $12,750. 


Shares Amount 
iSYEUWSVELS Cle laYsyeqbavanoayerCoy@ WOKS) WEEWE nooo nadcacodanouquoaneaopdounuenoononmoononed 1,828,030 $2,163,045 
SHareropUONSteXerCiseG back cseaetatas nn tee kere erage asalsnareperstruom aay omensotSn uatatens a 25,500 12,750 
BalancevatendlolethesveayT exccee ra etae Scere y teat mete ov ahem testen et mend ent aaelon sa sneccterse steers 1,853,530 $2,175,795 


5. OPTIONS TO PURCHASE CAPITAL STOCK: 
The company has granted options to purchase 50,000 common shares to certain directors and employees at $2.50 per share 
exercisable on or before March 31, 1980. 


6. INCOME TAXES: 

For income tax purposes the company is entitled to claim capital cost allowance and drilling and exploration costs in excess 
of the related depreciation and depletion provisions charged against income. At December 31, 1975 the company has 
exploration and development expenses for tax purposes of approximately $3,937,000 which may be carried forward and 
applied on various bases against future taxable incomes. The income tax reductions arising from such applications will 
be recorded when the expenses are utilized. 
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7. REMUNERATION OF DIRECTORS AND OFFICERS: 


The total remuneration paid or payable by the companies to directors and senior officers for the year was $38,150 (1974 - 
$32,975). 


8. LOSS PER SHARE: 


Loss per share is calculated using the weighted average number of shares outstanding during the respective years. Fully 
diluted earnings per share are not presented as there would be no material change. 


9. LITIGATION: 
The company and the joint owner of a gas plant are in dispute over use of plant capacity and deliverability of gas from their 


properties under a common stream agreement. Pending the ruling of the Court on interpretation of the agreements as to 
processing revenue entitlement, income from this source cannot be recognized. 


Auditors’ Report 


To the Shareholders of 
Universal Gas Co. Ltd. 


We have examined the consolidated balance sheet of Universal Gas 
Co. Ltd. as at December 31, 1975 and the consolidated statements of 
loss and deficit and changes in financial position for the year then 
ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the 
circumstances. 


In our opinion these consolidated financial statements present fairly 
the financial position of the companies as at December 31, 1975 and 
the results of their operations and the changes in their financial 
position for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis consistent with 
that of the preceding year. 


DELOITTE, HASKINS & SELLS 
Chartered Accountants 


Calgary, Alberta 
February 26, 1976 


universal qas co.ltd. 
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